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IDENTIFIER'S 

'ABSTRACT ' ' ■ / ■ ' "' ' ^ ' ' 

The Vtudy is concerned with the causes and econonic 

consequences of the ^nploynent of foreign nanpower in the nore 

industrialiaed countries of Europe. The focus^of the study was an 

analysis of the relationship between the forns in which the foreign 

work force is utilizedx and the functioning of the labor narket, and 

an assessnent of certain consequences of the enployient of foreign 

workers fin the econonicVsysteai. Two conplenentary studies nake up the 

bulk of the docuien^, a general jsurvey by w. R. Bohning (The Econonic 

Effects of the Enplpynent of Foreign Workers: With Special Reference 

to the iabor Markets of western Europe's Post industrial Countries) 

which takes as its donce^iual franework the process of "self-feeding" 

innigrationr an4 a kojte specific study by Dennis Maillot (The. 

Econonic Effebtis of the Biploynent of Foreign workers: The Case of 

Switzerland) attenpjting td integrate innigtat ion into the developnent 

of the Swiss labor narket iancl production apparatus. Discussion of the 

two studied focuses Ion the relationships between iniuigration and 

enplbynente iibbilitfo inflation, incon^ disttibution, land the 

productive appar at ast and on foreign nanpower and nobility 

nechanisais, the role \of the salary ranges and denand on 

capital. (SA) 
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• " . BACKGROUND , ^ ' . , .. 

* * ' • ' ' ' ' . ' 

1; • Ever since its establishment one of the principal preoceupa- ' 
tions 'of 'the' Working Party on Migration has been to study the 
causes and economic qonsequences of -the employment of foreign 
manpower in the. more industrialised countries; of Europe. . Con- 
•sidering the aim" of D *E.C .D. to be the. encouragement of) .Its v . 
•Member^ 'to follow active' and innovatory -employraJent policies', the ; 
Groyp decided that one- of its' tasks consisted in: ., . 

• ■■ a) drawing the 'attention of . the immigration, countries, to 
the role played by foreign manpower in growth and . 
er ployment ' aiid - ; • ■ • 

■ -b) ' .recommending these, countries, .t6 take account: of this- 
■ ■ .'potential when formulating strategies and measures , 

designed to influence labour supply and demand-. \ 

•2. The first vreflections and consultations ma-de, from .1975 
onwards, on the' possibility of elaborating theory and' -its .r. 
acc-ompanyihg models within 0.. E.G. D. proVed to be disappointing. 
On the one^.hand the .experience and doaumentatipn available' at 
the. time seemed insufficient and on the -other, at macro-economic 
;LeVel, the contribution towards policy formulation -which- 6ould 

'be expected, from the concepts which the accepted doctrine was 
able to .supply appeared to be small. As W.R, Bb'hning notes in 
his report (paWgraph 1) , it was only when pressure. groups began 
to call; ..the massive migratory movements into question that the . 
intereist of the economists was awakened. The contributions of. 
economists., such as,, e.g.', to.'Lutz and L.P.,..-midelberger 
represent mexely exceptions which confirnj/the rule. In par- 
ticular it \\;as not possible to.^grasp and/ quantify in a 'satis- • 
■factorjf ihatiner the benefits and costs, oi immigration for the , 

- receivi'teg -'countries . . ' ' . 

3. Recognising these constraints, the Working Party on' 
Migration selected an approach- by localised studies. -This was 
to provide- some grasp of concrete situations (which differed, 
markedly • according to. region and country) and to discern those 
facioTB hidden .-b.y-...nati-o.nal averages (whlQh often conceal regional 



•phenomena, wher% these are • contradictory and at diff^retit .. 

■stage's -of 'development) . This approach had- moreover the ad«- ■ 
vantage' of being able to lead . siraultaneously to similar research 
in the', countries of origin of the migrants, by raeanis of inte-r- '^^^ 

•locking sti^dies. These we're summarised in a report . by Bernard 
Kayger entitled ^Manpower Migration and Labour; Markets^^ .(pub- 
lished in i"971 ) . In spite of its limitations this report gave 
quite pre\ iiidicationB as' to the cpnse'quences of iirimigrabion " 
within certain geographically restricted labour markets- {in the 
broad sense), jj It- was followed by a document on "Cyclically • 

'determined Homeward Plows of Migrant .Workers" (published in 
•1.972), These studies led to the forjaii^^ation of principles, which 
have enjoyed a certain currency outsidd O.E^C.D^. They ■ cleared 
•|;he 'ground of some simplified gener,alisatio.ns concerning e.g. 
'a between national-and 

foreign work -forces, the/edtica^priaj^^ of migration, the ' 

links* between migration'- and dev^^Spment, and the accelerator ... 
function exercised by foreign mah'power; namelv a series of, ^ 
generalisations which shared the de'fect of. attributing a homo- 
geneous character to dif f ering ^^g:??oups " of migirant workers/ 
4.' Neve-rtheless it liiay well be asked -whether such studies 
enabled a response to be given to the fundamental, question which 
the group had posed, namely, the integration of foreign manpower 
policy withifi national ' employment policies. This -question had 
been in the mind of the Working Party, which had envisaged that . 
such, research. should be complemented by studie?. on the place of l 
foreigners within the occupational 'structures of the industria- 
lised . countries . The* improvement ^n both factual .and, analytical 
knowledge which has been observed l eoently in certain \MembQr - ' 
countries (the literature clt^^d. by Messrs. BShning andj^Maillat 
is an* Example) , "has led the O.E.C.D. to bypass the d(/ctimentary. 
stage-and\to start on a policy-oriented study capable- ef leadii^ig 
with some Rapidity -to a certain-" number of conclusions, provision- 
al certainly, but of use for the formulation of a' pqlicy line. 

■5. -It was agreed that this study would comprise bot'h an 
historical and descriptive part and an analytical i)art. The 
latter .should notably: a ' 

a) analyse the reia:t:ionship between/the forms in ..which 
the foreign work force is utilised and the functioning 
of the labour market; and,- / 

.'./■. ^ ■ • ' 



b).. assess certain consequences of the' employment Qf . 
foreign workers o;;* the economic system. 

The research would- he- conceived in such a manner aa .to 
ehahle it to ' be il-elated to the parallel research on the ; ■ 
functioning of the labour market and. the ;behaviour of the ■ 
.economic agents on that market, /f he ■ first. results of this 
research are to be found in : two contributions prepared by^ Jean 
Vincens and Derek Rob in s/in?. ; W.R. BShning, a research associate 
at the Centre ^or Reseaijfch. in Social Science of the University 
of Kent, Canterbury, was entrusted with, ths preparation of the 
study. , . . - ' ' ■ ' v . ■ 
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THE 'preparation QF THE RESEARCH 



6.- A first version' of Mr. .Bbhning»s report 'w^s examined by. a 
meeting of experts held on the 28th and 29th OJ-une, 1972. At 
the invitation of the Secretariat, certain participants had- 7; 
presented written contributions ci^tlining their thinking on I 
the questions to be studied 'or qpncerning the results, of their 
own research. ' Notably: ■.. . |j 

'a) a report on the Swiss situation by D. Maillat, 
, . '. Professor at the University of Neuchatel; 

b) a synthesis of a study by Adriana Marshall \( Social 
.. Science '.Faculty of the Netherlands Economic Institute) 
on the Immigration of Manpbwer . into the Netherlands , 
.• i- prepaT-ed by the 'authqrCl ) . . 
■ c,;) a note on the utilisal.tion 'of a systems- approach in 
; studying the effects bf immigration, by J.L. Reiffers, 
Dean of the Faculty of Economics, University of Aix- 
Marseille II (2); i 



^) This study was ' published in 1973' by the Rotterdam University 
Press under the title "The import. of Labour. The' case, of the 
Netherlancls''' . ■. ' 

2) The approach Mr. Reiffers recommends consists in (a) assess- 
ing the changes brought about by immigration in the fuhda- 

. . . mental economic structure (effect • of immigration on the^ 

parameters) , . examining the role of immigration in the short- 
term .adjustment of economies (effects on the. values of con- 
stant-parameter variables) and (b) studying the relationship 
•between the short- and long-term effects. Research in the 
latter direction should enable short-term reception policy 
in particular to be lihke4 wi^jh the fundamental aims of •. ■ 
structural policy. . ' 



a note' • eJoncernilig the vtil.isation' df .statistics 'in 
the study of •migration by G.. 'fapiiios-, Ecoiiomic 
' • Activity Researc:};i Sei.t'vic.e .bf the, National .Foundation 
for Political' Science, Paris(l); 

e - e) a summary of a- .study by ' Bskil- Wadens jo . of , the 
/^■"■"^-..^ / University- of LUnd, on Economic Asp.ec'ts_of ■ 

Immigration into Sweden, prepared -by the auth/br(2) ; . 

f) a .note conaerning _t'^lie mc;<iel a^ 

Development Centre within the framework of a. study, 
concerning cdst. and benefit of' migration as ppiiosed' 
■to tine transfer, of' capital (document prepared 'by 
G. Gailais-Hommffino and P.. B^urguign.on,> : co.n,sultahts"at. 
■ ; the , Centre) ( 3) . "1 ■ • . ,. ' . . ' : j • 



7. l*he discus 



sion^^^on Mr. ' DyJining^s' .report and the other 



contributions g3.ve rise to a debate of some depth both\ on the 
basic, questions and. on the poissible types of apprg^ch. \ As a . • 
•result' of that /discussion' and of written- observations sbnt 
Mubsequeiitly to the Secretariat, Mr. Bohning was able to prepare 
a second version df his study. At the same time the /S.ecre.tariat . 
ask4d. M, Maillat .;to rework "his report; • thus O.E.C.I). finally ■ 
had available. tWo studies, one fairly general in character, the <• 
othfer- concerning more specifically, the Swiss case. ' • . 



1) .AQCording to Mr..'Tapinos the statistics on migration have, not 
generally gone beyond the stage of -administrative observki'tion. 
■ These statisticsi may therefore answer the, .internal needs of 
government departments but have no connection on- the face of 
it with, the variables explaining ..this, phenomenon, .' il'heir use 
In the absence of any v theory tu3y lead to erroneous cgn- 

. elusions, if not to an impasse. In fact, the tjheoretical 
hypothesis shou I precede Statistical ?)bservation;. it is the 
formeii? which sY ild- determine the type and quantity of ' 
inforriiation to collected. It^iis firs.t necessary, there- 
fore, to consider the state of 'development of the problem 
and hence the nature of the available obse'rvations in order ' 

'to, decide next whetheip--the statistics can be Used. ■ . 

• - ■ . ' ' '4 ' • . ^ 

2) This study was published in 1973 by StUdentlitteratur, Lund 
1973, under the title "Immigration och samhSlisekonomi"' by ■ 
Eakil Wadensjb*. 



3) The aim of this study' is to Wndiys^e the relationship, be- . 
tw.e en manpower migration from developing countries and| 
direct investment- in theBo cd)untries particularly from the 
.respective, standpoints of thd social benefits and costs." 
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8. 'Ear from opposing one another, these two s.tudies are 
•complementary. -The thesesvprot>osed by BShning are to' a- large, 
exteht confirmed in the more specific resparch of Maill^"t. ,• 
.,,Moyeoye-r, both;; studies' re jedl; a formalised approach to. follow •• 
in preference an interpretation-; of observed fact a~nd. behaviour.. 
.Thus Bohning adopts as his conceptual framework the process of : 
•-V"self4feeding", immigration ^nd Maillat. attempts to. integrate 

ifflinigration into the development of the. Swiss labour market and 
•' production apparatus^ ' . , 

BShnih^ » s c one ep t\ ^ _ \^ . 

. "BShning»s -reasoning m^j^be s.ummed up as follows: ' / , 

i) the rise ik living standards, education and aspira-bions ; 

of the former working class"in toe industrialised 
' countries hks nct '^e en accompanied by ahy profound and- 
geneifalised Wange in the job structure, the consequence ' 
of which has\b-feen the continued ^xis%?ice of an extremely 
\ import^jit krdup of jobs' which are socially undesirable 
or relativlly\badly paid. ■ Aided by economic expansion ■ 
and full eiipld^ment^ the workers of . the country, 'and 
•• especially the \young,;; incline mope and' more towards . ' 
" jobs w:hich. are ^soolaliy more desirable , . leaving the. •. 

others .unQecupie,d. ' Confronted with this ..situation the 
• . . simplest alternai^ive , and the^ one which, permits, the / 
. social, productiV^ and employment structures to be 
retained, substantially intact, is the temporary" 
immigration of foreign workers . Such immigration 
should alsorenable.> response to the movement of the 
economic cy.cle; \, . ^, i 

ii) the employment of foWigners spreads progressively from 
primitive pockets pf boverty . tc other jobs.. This . 
extension is determined- by complementarity between un- 
skilled and ^ skilled jo\bs; Foreign workers seem wholly . 
suitable for filling jibs which, demand neither a .ti.''^A,e 
' occupational, training n\or a knowledge of the natiohal 
language. Large manufacturing enterprises realise also 
that' foreigners are easiW utilisable in.inass production 
or in .jobs which can be he'avily fragmented. These un- 
attractive employments (dl though relatively well paid) 
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' •'/'^which the -vorkerq/df the jjpun.try tend if possible to' \- , 
V;,. ayoid/ thuV finany^c^eate n ap'portunities for ' ' 

■ ^^he foreigriersL ' v', 

iii) Up to this .poin-t the iselif-feeding process of,.. ' • 
■ immigration' .does -wt 'seem apparent.-, The^^ i'oyld.- seem . 
ra ther to t)e a' propagation phenomenon ^/rendered possible- 
by the' availabil-' !;y.. of ■•.foreign' .worker a,' '.co-mplementarity-'.^^ 
of jobs.and growth in the production of, good? and ser- . 
vices. • BuVthis consid'erartion does hot Hake into '• 
account e.g^s the fact that- the demand for/ cohsuhier V. 
. goads ^nd soo;Lal\^'apital represented by the fo/reigners 
necessarily create^^an'cacidition&l demand for ni^npQW.e:^.^, 
\ . - .. Taking hi s' inspiratioh., 'partly from the Dutch pudy by ■ 
\ * tie I'CentraaL Plan\),'areau"', Bb'hnlng arrives 'at' 'i^he con- ' " 
elusion that 'the. s^-tisfaction of manpower derr^nd by ' 
^ immigration may v^ll' be. largely Illusory. . The 1 employ- 
ment -of .each foT'eign worker tends to lead to atrequiye- . 
.. ment for another. (Paragraph 51 )■.. Z^n the latter cage 

this is only the extreme situation. ' --Policies followed ' ■ 
, in respect- of admission,' stay and employment of foreign' 
workers and of their families ^ on the one hand, and the 
'' external turnover rate (paragraph 6?) on the other,; 

limit, the multiplier effect on the demand for new • ; 
.' foreign manpower. It will .be noted that while putting 
■ ' ■ tills, ar /rumen t foWrd Bb'hiiing nevertheless'- subjects X'^ . 
- to many, conditiong^ (cf. siiih^rly paragraph 128j7« . 

iv) i'hese obser!7ations,\which condern more particiiilar]^ the 
relationship be-tween\ the labour market and immigration, 
are completed by a sociological .view^ ' Bchning introduces 
in this resjject the. notion of "maturity" in the migra- . 
tory flow. . He distinguishes four stages of maturiiiy. 
The fij^st corresponds to the ' recruitment of male workers 
(generally young, 'quite well-qualifi^Q and well-selected) 
to o'cdtupy a -limited niwnber of places. *r-hese, workers 
envisage only a- short. stay in the host country. The- 
problem of family immigration does hot arise. In the ' \ 
course, of the' second stage (which may be defined aa one " 
of transition), the^^^aracte,ri,stics of- -the immigrants . \ 
show signs of change , the/length of stay rises 'and the 
rate of returns diminishes. But^ Is during the third . 
stage that immigration begins-^ present those charac- 
teristics which, the 'majority of observers are "in agree-/ 



., ment in disceri;iing.'in it. 'Recruitment 'Spreads to new • 
regions and becomes less selective, at least from the ' 
-po^int of viviw of occupationV The . longest-standing' ' / ^ 

'■.J mini grants begin to bring .their families to join i^hem- 

. ' and their activity rates "diminish in consequence. (OJhis 
'is not neces'^a3:'ily "the result of the presence of the 
' wives," who often .fin A work themselves , but- rather of ^ 

' . , the immigration of younger children) , ' The- dura-bit)n\ of 
.;'stay in the- immigration country becomes longer and the 

■ -^v^te ,of returns continues :Co 'Ciminiskr, - ■- . 

■fir.Jc.In the course of ■Jihis' third stage, whic^' corresponds 
roughly , to the i)ha^seV of propaigation in the empl^bymeht . 

• , pf foreigners (see point fiii) -above) .'the increased ;. ■ 
; ■ number of immigrants begins to represent a quite^ sig- ; . 

nif leant' demand .ipr durable arid non-durable 06 n^tjraer' ,/ 
^ - goodsy .'^ and the additionalN ■ ^ 

... -annual demand appears--^ W Moreover , it -ma^ be. 

^satisfied by an •increas'e , in productivity Nevertheless, 

over ^ th^, yeard , the.Aeff ects are. .cumulative- and are iable. 

•to- .produce results on empioyment in,;.the' consiin^er- goods," 

■ equ^^pinent aM distriM is . 
.thus prilD'a-'ble that a fepowing.p^opo although still 
restricted, of foreign' workers . ' ■ 
utilised in ^atisfyingl the needs/of ; the immigrant pop-. . . 
uiation. The- immigrant population (active and; non-active) 
similarly' expresses nei^ds for . social -irif^astructure.- ;■. 
H.ere again the 'additionkl annual demand may appear 

: .'limited, .but it i^ in. this area (administration,, social . 
\ services and. similarly -schpols and housing V 

■^O^iraits ■ of a more intensive 'i-'ue of existing capacity' .-• • 

^frh>l be. felt ra^i-e q|iickly and more strongly. il/This .Will . 

hava\mportant .(;onp.^quences on the additional demand • 

for labour-^and on the volume of iramigjation. 

■ ■ ■, ' ' ' ■ "" ' ■ ■ ' • ' ' . 

vi) ./In. the fourth s'faga^ Vthe increase 4f the length of 

• '■ stay, the heigh-Sen^d ^i^as.aerabling of families, and 

natural growth boiitrii)ute to aTstlin^^ " • 

ment of the foreign, popula.t ion, t An .econt^84ii.^^ocia 
cultural and religious ■..infrastructure develops, 
. composed for the most p^rt of people who|belong to'thfel 

■ J. same ethn4;&--gr-04tps-a'S--t}\e migrants. iThis additianal •' . 
••presence of foreigners reinforoee. the derifand for consumer 

goods and social capital (and oonseqU<5ntly for manpower)- 



-L,;- \b'eyond thfe limits :V/h,i&h woul^ have been, reached by.' the 

■ mere pursuit of. importing' workers. It is at this stage 
' (200,000' .to. 300,000 migrants belojiging to the same 
; ei^hnic group) that reaction appears on the 'part of the ... 

native population. The intervention of the authorities 
/rtiay. then go beyond laboiir market -control and take on •• . 
the' aspect,, of limitative, measures; in immigration.^ 

yfO, This .^resume ..pr.'oduces only the/ essential part of ■ Bphning*s . 
conceptual frWewotk. (paragraplii .'ll3-52). It is nevertheless > 
suf.ficiipnt to \enable. uq to. ask. whether' it is a valid key to the 
interpretation\;of the processes 'Of ^ immigration and -whether it '. 
adheres./to fact-jial reality. BShning (paragraph 12) underlines 
that in the event he is merely creating a. typology and thaj; the 
factual situatioh. in different countries- may deviate, more or ' , 
less from his mbdp.l./ This -observation should- be considered aa 
a warning agrainst -any" eventual mebhanical interpretation of 
thip. same .model* Indeed -th^ phenomena which Bohning describes 
fcan( be found in allVcountries , .but they often ovea?lap and do 
hot always present themselves in reality in the logical and 



temporal order'^which.;t 
the p jice* to be paid f 
•ly complicated process 



le author -would pro^pose to' us;. ' This is 

any attempt at .theorising in an extreme'- 

\ such as - that of p2?es.ent-day migration, 

for which moredver we* have Yety few conoeptuai instruments !) 

|)rovided by the doctrines ofgeneral econornics and those of the 

Isibour market. V The information, which BcJhnihg possesses is .very ^• 

rich '(although .not c6mpl.ete iii the case of certain countries) ; 

his intellectual scruples lead him to exploit , it to the maximum 

and. to introduce into his- reasoning an important nutflber of 

variables. This necessarily weighs down the .expose and.^balls 

for a very atitentive reading of the text. , It may be asked at. 

this point-ir recourse 'to A formal. model would not have been / : 
■ ■ . ■ .1 ' ■ . ■ ■ 

an advantage. The reply can 6nly be negative for two different ' 

'reasons; one' of .substance the other concerning the -Ob;}eotiv.es. 

of the research ajid the role of the V/orking Party on' mi ^i'ation. 

•Econometrics and the instruments of so-called' formal, logic are 

equall5( of undeniable utility ih the represer'ta^ion of a simple, 

or simplified, reality capable of being discerned from numerous/ 

data; such is not always the case in our field. . On the. other ' 

hand,' the objective pf this research is rather to present to 

the Working party a. statement of the probienis which is as \ 

complete, objective and intelligible as possible thus enabling ■ 

it to draw conc^.i^sions for policy at O.E.C'.D. levelr it i9 not 

• ■ • . /. , , . 

■ . . . ' I ' . , ■ ■ ■ 
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p?»oduc6 work, of an alDsolute scientific value. Now. the 
conc.eptual framework of ^ Bb*hning»s report . responds' sufficiently 
well to this requirement. On the one hand, it Is s\if f iciently 
eclectic and hardly ideological at all, and '.on the (j^ther hand., 
it /ela"boi|ates. and develops notions (notalDly . that of the sfeiif- 
feeding p'rocess of immigratioji) which enable if to. '"give reason- 
able: explanations of a, certain number of facts and pi^oblems. ■• 
•These considerations .do not "exclude that in the future the . 
study- of certain specific themes may.' "be tackled "by using a more' 
formalised appi"oach.' What'-can be' learnt frpm the research at ^ 
present in progress within the p. E... CD, Development Centre may - : 
weX^l be very useful in thi& respect. Equally-, in seeking -a.' 
deeper understanding , of the relationship between immigration and 
the .economy .and society of the, reception country the ujiadeniabli 
iraportahctv should be noted, of the u.tilisation of a^yefelhs 
approach as recommended by J . lu^jii'.f ers/.'---4&he-'^^ . 
.D. Mail'lp'./. (page M) 3lre.^4y^epresefits an attempt to ' lntej;rate, 
the phenomena the prodess of t lie function- 

ing of a given economic system.' ; •■' . ■ 

Maillat * s . apprcach . ' . K ■ 

. The study by Maillat would appeal?- to have been' facilitated 
by his being able to concentrate on "a country like S.witzerlana!^ 
which possesses, a reasonably satisfactory .statistical . cover and', 
where the. problems, of foreign manpower have been fully debated.- 
Nevertheless', this advantage requires' a supplementary effott 
insofar as the very richjiess of . the documentation obliged' the -, 
rapporteur to undertake a fairly fine analysis of the .function^ 
ing Cf the Swiss labour market,., of the '.dynamics of immigration 

■ and of ' the effects of .policies.' Switzerland is without 'doubt 
■the country where the employment of foreigners has had the mos.t 
obvious .repercussions. On. the one hand, -:^igrati:on has quickly 
taken on a s.tructural character 'and, on tlie.' other, as Maillat 
notes, ' iinmigrat ion policy has been practically the sole.instru- ; 
ment.at th^' disposal of ' the Federal Government for direct inter- 
vention in economic activity. It must be recalled in this 
.connection that Swit,^erland does not possess the instruments o.f 
a medium-tferm and oonjunbtural policy available, to a greater 

or lesser degree, to the' other countries of Westsrn Europe. It 

■ is through the admission and more or less strict regulation of 
the immigration and employment of foreigners that ;the 'Federal 
Authorities have -been .able to act indirectly on the labour ., ■ • 



market and .oil wages' and to do without a oongunctural policy , 
Moreover since 1970 (that is to say since the adoption of -very. 

■ i'e'stric^'jive measure s_ Which i?esulted practically in putting a 
stop to .ihew immigratiqn) an' increasingly pressing need has be'bri 
f^.lt to jgive tile Federal Government other means- of- interv&ntion-:; • 

-^'n the.^ regulation of growth (in accordance with 0, E.G. D, re- 
commendations) , Rodif ications in ' immigration policy and' the' 

■ volume of. entry flows, have been made . in |,fesponse to the require- 
ments of-;.-conjunctural development without too great a concern' 
for long-term consequences. . It. was. only after 1963.,. when the 
.cost to ,th^. community.. of the increasing , flow and ever-growing 

' number of permanent settlements became cibvious, that the autho- .y. 

rities .(who were moreover •subjected to strong.'^political .pressures 
►(began ...to. modify their attitude. The phenomenon of immigration, 
•^and Swiss ..policy in . the matter, thus develops through a cei'tain 
' number of -'phis e-s linked^^to short-terra evolution of the ec.onofnyC^ 

and the labour mai*k^t.'^''.. 'These are '^ the phases whicMIgillat' . 

distinguishes' and .utilises as reference point's, enabliiig him tp 

- avoid ti?aps of theoris'ktio'n'and to provide ua with an inter-. 

.... ■ . • . ■ .... - ■ . ' .] ... ■ ■ ■ ■■ 

pretation. which adheres very closely to the facts. Nevertheless., 
this study contains certain elements which wcjuld confirm the 
t'heses of Bo'hn'ing relating jbo stages of. matu^t'ity^ in immigration. 
This initiative permits an explanation of:' 



•a) hovr, during a period, from 3?pughly .1945 tO'1960i, 

immigration evolved to the point of / rendering obsolete. 

^- the- basic , idea which„ had inspired ipe * first admissions 
. afte^' the war, . -jbhat is to say' that /the employment 'of 
forei^gn manpower ought t.o haye a s/trictly temporary 
character* 

b) the reasons- invoked for the adoption, from. 1963 onwards, . 
;0f mea'sures limiting the admission and- the employment 

. .,0-f foreigners. / , • '■. 

c) the different phases of these measures and their scope. 

d) the difficulties in which the authorities have found 
themselves when faced' with' pre/s sure s in a contrary^. 
sense, between'which they had. to arbiti^ate, . , .. 

e) theeffects of the trade-offs carried out. 

f ) the orientation a,t present -followed (assimilation of 
foreigners who live for long periods in .Switzerland, 

. .and special', regimes for certain categories, which "enabl 
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a certain flexibility in. the labour market to be . 
.;*4^/ assured) . . .• ' ■ 

•' ' ■ . RESULTS QF THE RBSEAROH i 

Immigration and eimployment - the probl em of i competition 

12^ Concern to avoid competition between national ai^d foreign 
manpower has been at the base of traditional measures of .a ' ' 
regulatory nature designed: . . • • 

a) to.' subordinate the employment of foreigners to the non- 
' availability of the appropHate 0Mo.nal manpower;- • • 

b) to limit their utilisation to 8L'^||ffe|'-. occupation,. . 
employer or locality; and,.^,, _ ^. . . , 

o>vto guarantee that the treatrrfent of ' foreigners as ' 
; ■ c.oncem.s .conditions of remuneration and/or '.employment 
would, no % be inferior tp that' of' national Workers. ' 

'". . The . degree of applicatioHS^^the,: measu"3?eV • eyoked under (a) 
and .(b) has varied from one ,couiftry^,1;o' another with the deyeTo 
ment of employment, of the functioning. of the .administrative . 
services,, of the attitude of the ukions, 'and of public • 'upihion, 
it cannot. be denied that in countries such as Switzerland, this 
juridical framework served '.efficiently during. 'an 'initial .period 
to guide foreigners towards jobs in which. shortages of national 
. manpower had bQ en established. HoweVer, these measures- were „ ■ ' 
generally conceiyed as a response to the. need' for an administra 
tive control of an immigration limited in volume and no.t gener- 
ally extending beyond, the economic cycle.. When the employment 
of foreigners becomes ma'ssive 'and takes , on a structural • 
•character, these measures^ lose much, of their effectivehessV the 
more so as it is at that moment' that, the application of another 
• series W. standards intervGims designed to as.sure mobility of 
•employment. (partial or;toiaa) to the original immigrants. It 
is thus legitimate to wond4r "'if competition phenomena in etnploy 
•ment between national workers and foreigners can reveal th^m- 
selves... ... • . ' ' 

•13.- .Bbhhing develo*p's this theme in paragraphs 5^-73 of Vi.s 
.study. He excludes the contention that introduction of foreign 
.la.bour might.be a oause /of unemploymen-b for workers of the • 

country on" the grounds that it is the response to a demand. 

Thig would appear an intuitively correct statement when. it is 



placed r as BSWfiiiig does - at a global level in a context 9f 
full employment. It would appeiar to be confirmed by factual 
studies Carried out by 0,E,C.,D, in'the past^:(cf, paragraph 3. - 
above), 11; can be accepted therefore without need of any : 
specific demonstration. The rapporteur believ,es. however that ,. 
the presence o||; foreign manpower on the labour market" may cause ■ 
the competitive position of ce.r|tain groups of native workers t9 
deteriorate.. He attempts to take this possible phenomenon, into 
account;,^'wi'th; the aid of three table's ;^'3( a)., 5(b) j 3(oJf7> drawn ' 
' up on the basis of^. the conjectured el,asticlties of substitution - 
of i),.*Collard. The first of -^hese- tables is at one and the 
same time an illustration of . the logical pattern followed by' 
the author and the. qualitative representation of the numerical 
results, obtained by the two others. 

14. In spite of the simplifications which Bb'hning has found, .it 
necessary to apply ' (for example., division of woric/ers into the' 
three' traditional broad categories, which now retain little 
real significance, and utilisation of a somewhat global sbries 
of German statistics),, the > results p.f this s.cheme may, be con- 
sidered acceptable enough . providing they are not used "as an 
absolute i*ule allowing no ■e3^ceptipns. At. the same time,.. there . 
will be retained as a potential $ubdect for further i?esearGh» 
■.the conclusion tiiat the general body of foreign workers 
whether skilled or not - woul.d represent, a very competitive 
element in relation to -the unskille'd national Workers, This, 
question is important: ' it goes beyond the strict .limit o:{^ ■ 
competition to raise the more general question of the optimal . , 

.allocation of foreign. workers and of thee;. reciprocal and com- 
plementai^y relations which may bd, established between, immigration 
■job structuJ^s aild the behaviour of enterprises and. labour. 
Another questipn worthy of consideration concerns possible 
competition between different gro.ups of foreignei-s'. ' 

■ Foreign manpower .and mobility mechanisms ■ 

.... . <i ■ 

15. It has become almost commonplace to say that foreign man.r 
power, besides its role as "a conjunc'tural shock absorber" 
introduces into the eoonomic system and . the labour market a 
practically permanent element -^f flexibility, which. the native . 
workers are no longer able to ensure. The value of the foreign 
worker would consist precisely in his playing thiS' role and ■ 
compensating for .stagnant or declining mdbiiity on the pat't of 
the native manpower. Bb'hning supports this thesis in paragi>aphs 
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64-67. iHe tries, moreover, to present. in an Annex a numerical 
illustration of .the, additional flexibility .whlqh immigration 
grahts,to-.the system', thanks largely to the amount of external 
turi^v^r ,, that ^is to- say to entries and quits by the foreign 
Work\foroe on the labour liiarket ofv- the immigration country. 
This argument may .be developed concretely noting that 'it is 
preoiiely tliis turnover which p^ibyides enterprises with a>. 
practically limitless availability of adequate maj|ipower-('parti-.. 
cularif'y the young - in good physical oondition)\ .. It way.Ve ob- 
served nevertheless that -this model is liable/lj^. ntor^ ^^r' less, 
sharp moditicatiofts a.s. the perip-d of- stay bf ^'^inportant 
proper ti^on of the. migrants increases. Moreover, .Wntitative 
and qualilative changes in the supply and demand j .dr crucial. I 
political action,, may, in the lonjsc - term change oertaV f^n<^~. [ 
amentaL /data and put : the survival of this "ii^dus^rial reserve 1 
army" in jeopardy.- This is a question worthy of ■specific • J 
researo'h which would take account, -Interalia, of new trends 
%hi.oh may be discerned in the field of 30b resti-uoturin^.. 
16:" " The possibility of .opposing the /development of immigration 
by^ acMve mobility policies for national manpower is rejected 
by Mhning as .unrealistic, (ji'^ragraphs 68-7.3) • ' ''Concerning 
mobility between occupations, and b.etween sectors, 'he repeats 
•his' favourite argument, that it' is th^wag^.^ restraints (ana one 
•m,ay add.m'odels of life-s.tyle) oharacS&is'tic of; the economies 
and societies of the Western countries, which impede any move- 
ment towards, less well, paid or 'socially., undesirable- jobs (and 
encourage the abandonment \ of these .jolDs) . ... This .ds the theme , 
shared by .many observers aW expounded by Bb'hning throughout 
the whole length of his stMy... It does not. call for any 
particular coimnent* .•• \ • ' . .. - 

.17. ' As concerns movemen.-B fro.m inactivity toj active life (that 
is to say participation in the labour market! by .so-called 
secondary or special groups) , the reporter utoise/'^^ 
sociological argument which consists in sayi^ng fmt, in a 
society enjoying a high standard o^4iving, |inaQ/tivity- becomes 
not only tolerable but also desirable ..vii.|i:i. ^"^^^^^ 
very limited attractions exercised by. th^'^.^j'(C|&^^ich the 
secondary workers might be able to f.ill. Wltl>qtl denying' the' 
, truth of this statement it may be observed ithat kt. covers only 
' a *p;§Lrt. of the real situation. The secondary grqt^s . (marrie d 
women, students, the" handicapped, and older Worker^^i.ffer . 
from the migrants not only in their motivation but al>o with 



regard to their ocdupational and' personal qualities and 
.opportunities for using. .them. , In othei> words, the jobs which 
these -people can fill do not usually, coincide wftli the, jobs . 
filled by the ■ migrants,' at legist frofc the viewpoint o'f the ' • 
• enterprises (whos.e choices are -decisive in economies where 
decision-making is. decentralised) and the' work organisation 
which they adopt.. There would not therefore' be any ■ possible ' 
substitution. between one group and the other. Proof of this 
statement is 'rather complicated (it would require,- ihteralia, 

a -comparison, between each sub-gi-oup of migrants .^nd each sub 

group of possible secondary workers) J it would nonetheless be . 
very useful if only to- avoid cerf.ain arbitrary comparisons of. 
which- some studies are hot who.llji', guil-tless . ■ It is. probably 
necessary to distfilguish the case of jmarried wom6n, who may in 
theory be recovered by .the labour market, from that of those 
women, generally' younger , who may be. observed in increasing' 
numbers^ in production jobs w/i thin ■ certain industjcies. The 
latter is a form of 'manpowe?^' which in. prinQiple' may be regarded 
as in- competition with that of migrant masculine. labour'. This 
increased participation on the^art of women would represent 
one of the principal, characteristics the. labour market of .,, 
' the . near future. In cejrtain countries for/example Prance - 
this may lead to some reduction (at, least initially) of the 
volume of foreign immigration flows. In' other countries it • 
may l^ad- rather to a change in the composition of these flows. 
1Q. Similar observations may be made with rega7/d to the 
existence of an. alternative between i.mmigratio.ij'( and policies of 
increased aid to geographical mobility and regip.na^L development'. 
Here the rapporteur, solves the problem by a decia.ration which- — 
he makes, substantially in the- foil o.wing form:' foreign manpower 
does not slo.w doym structural, change, indeed.. on the contrary., ' 
by the flexibility which it affords the labour market, it 
mitigates the ne^ive effects of all"/kinds which^these same 
chaiigfes might . have 4or the native worker. This theme is 
perfectly in accorijl with, first , the .arguments 'which BShning 
develops in a more diffused manner in other part's of .'his report, 
second, the general inclination of that documeht. and third, 
•the idea that one should not base' one* s reasoning, at the risk 
of falling, int;o Utopia on a model which pre-supposis total ^ 
mobility both\ occupational and geographical. 'Howe.ver, .since, 
In the event,' ihe purpose is to make the most objective ..judge- 
ment possibl'e' about policies which might constitute alternatives 
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to immigration, . but "m'^/ght- also be complementary to it, a ^ 
certain nipber . of pre'cise .questions might be formulated, ' if \ 
only to verify the ^^ound^iess of this foundation-.: For. example :\ 

' a) if in qertaln.' countries -and given sets of . circumstances 
\ .there, is a real alternative (either partial or total) • 
\ • \ between immigration- and geographical 'mobility , i.e. if 
. 'the foreign' work . force and that part, of the national 
/'■'. ■ . mahpow/r theoretically\interested in mobility enjoy 
vi simil/r opportunities for employment ; ■. ' ■ 

b) if initiatives in regional development (aimed- mainly ■ 

'at decentralisifig' and diVeirsifying the apparatus, of 

•prpducti'on or at assuring a better! balance- between' 

uirban and rural ifiilieux) may be 'takeii in Qe.rtaiii • 

/Countries without having recourse ' to foreign .labour , . 

.. ../just as much during the. phase of infrastructure, creation 

/ as during the operational, period proj)er.. 

■ ." < ■/ ■ > ■ V " , ■■ ■■ / ; .■ .' ' ■ ■ ' ■ 

/it will be evident that a reply" to these kinds of questions 

" can/ in the- last analysis -only be given by detailed specific 

'studies ovi in the extreme case, national ones, but a simple 

•indication of their existence may serve to open a fruitful 

deWte upon' these little.. kn9wn subjects. . . 

Relationship between immigration and mobility - . 
lessons to be drawn from Swiss experience 

19.. ■ The study .by Maillat '(notably chapters 1 and 3) -shows- 
-^^clearly how the powerful mobility which Was characteristic of 
/ the Swiss labour market until 1^.63 (that is to say before , 
" restrictive measures we're adopted) would, rarely have> beeil^ • 
possible without immigration. • Immigration put. Switzerland, in 
a situation comparable to ^that of countries with a limitless, 
labour s.upply. On the 'other hand, because -of oont'i'ol over ; 
entry and employment, the foreigners were not allotted to 
branches or professions at random. Thus the native workers were 
able to spread themselves" without' much competition (aided. by a 
differential development in wages) over the total economy. This 
provided quite a satis.faotory allocation of the available man- 
power, both national and foreign. ' . . 
20* Although a great part of 'the foreign manpower was subject, 
to. .continual renewal , it was . not possible to. prevent an ever 
greater number-. of foreigners' (bp th active and non-active) from 



appearing in Swi-tzerland.- This provoked quite strong, reacticnp . 
of a socio-political character accompanied by negative attitud.fes 
as to the long-term effects of employing foreigners. The / 
measures .adopted from 1963 onwards* to' respoi^d to these rea^ctions 
ended -vip b:y aggravating the difficulties .of the la^bour market^ 
on which, tensions . increased. Besides their limitative characiWr 
these measures have the defects: | 

a) of not being selective; 

■'v-^<. • b) of not Constituting any' encouragement to structural' 
reform of the productive mechanisms and' of jjobs . - b;^t 

was that possible? and above allY * 

\ ■ . • . 

c) • of .rendering change of ^ob by foreigners even more 
^ ^ difficult and thus, restraining mc^bili-^y* 

21 Aft^er undergoing changes of -varying importance, -the a^fystem 
was radically transformed .from 1970 onwards. .The. main fe/fittires 
of the present scheme are:(l) 

i) the aim of stabilising the number of activB f or^/ign^^'irs 
■ holding annual permits and settlement permits an 
. . feOO/o6t), which means that new entries can only/A)e in 

exchange, for registered . departures (such as leaVing* -the 
country and death, for example, but also,, it ^ill be 
. oioted, .naturjalisa.tiori).; ' * ^ 

" ii) an .important- relaxation of the restrictions .concgrni^^ 
'the mobility 'of workers on annual permit^ . permitting 
them 'to change their employer^ after one year's- stay and 
their canton or occupation after threje years; 

iii) allocation 6'f newly admitted workers by cantoii.and • ^ 
responsibility by the saiine canions for'thje redistrib^^ 
of labour amongst enterprises; 

iv) an allotment of seasonal,^ workers, the n)imber 'of which ■ 

■ ■ " • ' ■ ' ' '/;■'• 

is fixed annually; / 

, ■ ■ ' ■ • ■'• 1 " ' ■ 

v)*a number of ..frontier workers which is /in theory unlimited 

but which can be suD;jected to indirect restrictions 

■ . - ■ ij . ' 

through r^definit.ioii, of that category by the authorities. 




1) For further details see "LUrrStes du Oohseil federal" du 
6. juillet, 1973* ' . _ . ' ' .. 



In spite of the rigidity of fixing of an overall maximuift, 
the authorities thus have a range of instruments whiqh should 
enable them to refine th6ir actions. - Moreover, new relaxations 
are foreseen, concerning, -int^ir alia, the mobility of workers 
on' ahri-u';L:j. permit Nevertheless, the, important, thing ^t this \. 
time, is nov to predict the| futufe effect of the- $)am of these 

measures (which to be effective must in any case be accompanied 

. .ij. ■ ■ 

by a general/ -"^itructurai policy and an active manpower joplicy ' ' 
'applicable to native workers as well as to foreigners); i't is --^ 
rather to note that Swiss experience b,as. -broiAght. into prominence- 
the function which immigration can exercj,se within the field of 
distributive, mobility .arid demonstrated the profoundly contra- 
dictory aspect of measures which aim. at the same time at limiting 
the volume of foreign manpower and. maintaining - or even 
accentuating - the obstacles to its mobility i .The change of . 
attitude on the part of the Swiss authorities on the subject 
of this i..jbility is .extremely significant.. " j 

22. in the. absence o,f an active labour market policy and a 
'formulation, even though only indicative, of orders pf .priority', . 
within the ecpnomy, allocation of manipower in Switzerland has . 
occurred through machinery who s^ principal component parts have- 
be^; according to Maillati elasticity in -the labour-supply , an 
"increase in employment capacity , -and change in "the range of 
wages across industries. "Given continual growth,, these elements, 
.would have acted with perfect .dnterdependence.* In particular, 
the fluid ity. of the labour market (due to immigration and the 
tendency, towards mobility of .^the native workers) . would have 
enabled enterprises to increase their employment capacity. As 
the latter -pvletppedr,- the Swiss workers wv5uld/have : 
increased, and the distribution of manpower'^woTild-haA?:e:-.b^en__ 
effected: as a result, principally though not exclusively, of. 
the development of a range of ^salaries across industries.' By 
using the . official statistics, M^lllat is able to provide a 
•quite conlv.incing proof of this hypothesis.. He demonstrates for. 
example tke substitution role played by foreigners in low Wage • 
industries and in the metal and machinery industry, (which, is • 
not a low wab'e industry but. one whose work elivironment may well 
be considered unsatisfactory by the workers of . the country) and 
the progressive orientation of the Swiss themselves towards 
high wage industries, (which are precisely those where the ; 
oaiiacity for employment has increased the most) and towards .■. 
apparently more prestigious employment in jbhe tertiary or near 



tertiary ' sectors / In this connection a declaratio4r by * the 
rapporteur (paragraph 3.2\3/) deserves- to "be made, the subject 
,of debate: "immigration has played the' role noirmally .ascribed 
to technical pi^ogrgss by f acilitating' the passage of . 'the Sv(iss 
towards the tertiary^ sector. .\ , In normal ponditi-©3$s, move- . 
me.nt towards, -ihe, tertiary sector is due to lack of 'jobs i?i the 
secondary sector • resulting from the recessive, nature of tech-, 
nical progress^^up*^^; employment. In Switz'eTland it has been- a 
voluntary movement favoured 'l}y imriiigration which has stimulated 
mobilityy> ♦ , - The developm^^nt noted . in Switzerland ; is * somewhat 
abnormal, for. the. employment- structure of the productive ^' . 
apparatus, :This' explains why foreign ^/lahpower has become.^ • • 
S'truC^turally. necessary".. ' • " * . 

The • role salary range • 

23, One qltestio^n which merits discussion in detail' is. that of ' 
the allocation role played by wages, , Of *coui*se, it isjto be 
examined within the special framework of this macro-eqc^nomic 
res.earch on the. consequences' of immigration, without entering 
into the often 'artificial (Rebate dividing the quantitivists 
from those who favour an iriterpretation. based largely Ipn psycho 

.sociological elements.. Especially in movement between jobs bjr' 
workers, the role* of salary differentials v/ould have been para- 
mount in Switzei'lahd (qualitative elements,, psyehosociological , 
institutional; and ocoupa/fcion^X , 'would tend moreover in the same 
direction)* ' In conformity 'with his analytical method,. Maillat 
examines this question /i^ dynamic terms , that is .to say as a' 
function of the Qponom/ic and political situation ('compare^ _ 
paragraph 3.2*4^|. [ / • . • ■ 

24 • The re sul t s ^^o f /uh i s analy s is c an be, summarised thus r 

" ^ 1 ) During '6he period .1949 to 1959^ factors ailied to the" 
market, (f or ..exai^ple , pro:Kits) produced within a group of 
indxistries a rapid expansion of employment capacity and 
naturally an aboye -^average rise in wages\ The important move- 
ment of Swiss porkers ■towardS/;^#Ms ^roUp^ (group I following , 
Maillat^s -classification ),; nev%;ft prevented excessive 

wage claims/ By recovering the skilled and semi-skilled man^* 
power, enterprises likewise avoided excessive • training costs or 
recourse yxo the practice known aa "o^dl?*f^qualification" • This 
same movement did not 'hinder the activity of the industries in 
the^ o.tj{er group (group II) who were able to replace -their 
losse^s in national manpower, and even Increase their yolurae of 
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tata/ manpower, t)y engaging foreign workers who were ready to 
work a.t .the wage rates in force (arid moreovei" generally confined 
within these iridustrie.s . by legal (^onstraints and hy the recruit* 
ment policy of tlie ^enterpriaes in Group l). In conclusion, 
differential salary rises Were produced according to which of 
these two categories of persons the industrial hranc'h in 
lueatio,n was ■exploiting. . The inter- industrial wage range ' 
Droadene.a ;. huty -thankr'toj this -a'bund'ant supply; hoth . of Swiss 
and of f o r e igne r s , the la|T? our marke t eV eriericed a reiharkahle 
flexibility.. . . • " , ; . . 

. - , 2) During the period 1959 .to M9"64, th,e increase in ,the ■ . 
global delnand led to increasing eraplo^yment "^capacity in Swiss , 
industry as a. whole. The ' industries of Grouj^. II gradually; 
lost 'their national manpower 'but as they could\not^ afford to 
lose it completely.- and wishing equally to remain attractive; to . 
foreign workers" they reacted by accelerating .their wage rises. \ 
$he Swiss workers'" showed a tendency to move^ towa^-ds the "^-l^rtiary 
^sector. Policies aiming at increasing participation in the 
labour mark'et by potential workers (the secondary groups accord- 
ing to Bb*hning»s terminology) were revealed as|blearly. insuff 16.- 
ient. The ll?.dustries oiC-(^roup I did. not ' therefore reach the ^\ 
position o.f satisfying tkeir manpower needs (for practical 
purposes the nui^^ber /Of Swiss workers increased o;nly in -iihe 
printing tirades and chemicals). Thus powerful tension on th,e . ■ 
Xaboui?:markW resulted, with the need to have recourse to new 

immigration less selective than in the pafet,. _Po reign wo^r^^^ 

ij/ere from then onjrecrui^ted-iiito" ffl^^ however, 
the 'principles' governing their mobility being changed. It was 
during this period that the phenoiiierion ' of self- feeding immigration 
began to make itself felt. Some, of the Manpower mustj accord- 
ing ^to Maillat, have been withdrawn from the machinery of indus- 
trial production in order to satisfy needs in 'infrastructure, 
especially- for housing, of the immigrants themselves, whose ; 
families were . arriving in greater numbers.'. It is probable that 
in spite of the closure of the inter-industrial salary range, 
. due. to catching up by the industries in Group, II, an important 
' wage -drift was produced within' ^;he enterprises. This is con- 
firmed by the fact that enterprises Concluded between themselves 
agreements designed to combat poaching of labouJ;. The period ' 
is of special interest for study of the relationship between \ 
wages and manpower mobility. . It will be noted finally that the- 
period i.s characterised by strong inflationary pressure; it was 



then that the Swisg began to spe^k of a .ca.usal link between 
•immigr'ation and inflation. More recent (and- roo re reliable') 
analyses l^ave put paid to this thesis: '' nevertheless it retains 
a. certain -importance insofar as. it represents one of the argu- • 
ments invoked in 196.3' for the. restraint of immigration.. / . 
■ ■ ' 5) The -restrictions on the admission pf foreigners adopted 
in . 1963 reiiif orc.eci. the tensions on the'^'empioyment market and ' 

• provoked a cl OS Vi^ ofl/j^Av^^^range to the point where the' 
4isp(^riS,ion x^ppeared wealfet' than in 1949.. Nevertheless, 'these -. 
tensions were -mitigated in'thatv foreigner^ could '^till ' • . '.: • 
replace Sv^iss wl'io,.left certain 'branches. Prom 1:965 onwards,, 
the ne^ measures:, (which maintained the preceding embargo on .an 
'increase in the total. numbeTs of personnel by "firm and intro- -. 
duced a spe.Qial ' ceiling with regard to .fore.lgn labour) redtic.ed 
the supply of new manpower sharply.' In- these conditions wages 

.i-^anifest a. saw-toToth development: as sooii as.. iriees take- place 
in -certain branches and the range opens out, a re-'adap.tation,.^>/'' 
■movement iDy the other branches is observed. The res-uil^'bf'' 

* this .procesB is ..^ general increase In. salaries which is higher 
than before* ' ' .. , • ■ . . '■- 

25. As concerns the period since 1970,, Ma!illat' cannot , of fer -us 
.precise observations . .He ''•'6onfiries himself ^'to quoting, the- ■ 
ecoii<)mlfr report', of O.E.C.D, in 1'972' which' draws attention ^;fe)0^n 
increased general mobility; . thus confirming the- salu-tary. effec 
of measures adopted 'to facili-fcate/, (within the fr.amewrk ,ef the. 
so-called "globavl" limitation) movement o.f the' foreigners, 
^iven the rigidity dfj .the natipnal manpower su-pply and ^the fact 
that the foreign manpower has' from now oh become a structural, 
element, the distributive mobility' of the labour force, will ' 
depend espeOially, within . the near futui"e, ' on the propensity, 
to-wards mobility of' those foreign workers ^h.o' have been in 
Swltaerlarid for more than one yearl (thaf is, to say ckf those - 
Who, according to the most recent regulations., will "be legally 
entitled to move around).. This propensity will be affected 
essentially by' wage . levels . In the short-term one can \bhus 
expect wage . rises .-of some Importance. In the longer ter?ii, the 
movement of salaries and manpower mobility will depend- uiJ!g'^ the 
degree of change in the production' apparatus . If this modifl- 
■c at ioin "deduces manpower needs, mobil|,ty, accoMlng to Maillatf 
may undergo a braking effect and (compe-titive) rises in wages 
may well be reduced. 



26. -This is, nevertlieless|, a very complek development aijd it 
will T3e difficult for it- to operate In the most effective / . 
direction for the system ijierely by libej-allsation of fore^p 
manpower movements'. Thd interpretation -of . -this developmen't^ ^; . 
brings back. into, play the diore general question of -jFutvre ; 
policies for .growth, f 01? structure and for. manpower.. In this 
field, lyiainat' (compare simiU^ 4,1.) does not give us any 
true forebast. (He nevertheless discusses a- certain number 
assumptions in the' part ' devoted to production ensembles - 4. !5rS^^^ 
and 'in the conclusion Of the^study). . He was probably nci; able , > 
to do so .given that the responsible authorities and ; the. enter- .• • 
prie^s themselves seem to be still hesitating in^front of the . 
fundaipental. choices. . .< : ' 

Effect r>./ im migration on income distributi oni an attemT3t at 
interpretation by BShning ^ 

27. . The eonc'epti(^s of /BShning. in the field of the dynamic of 
wages (paragraphs 74 and ..75) s^em, .at first- sight, to be in- , 
spired much more by a socio-^structural interpretation than by 

purely factual bnei Nevertheless,. -as Ij.e penetrates further 
into the .specific sv-bject of -the .relationship between immigration 
and wage .growth (paragraphs 76 to 86) his reasoning becomes 
more positive and.-,)i& finishes by reaching cpnclusions not far 
removed from tl|os# obtained .by Maillat from an empirical exam- 
iiifcil;ionv-M:d a different; approach. 

For BShning,, salary differences b.etween the three major 
occupational classes (skilled,, semi-skilled, and unskilled 
workers) would .remain rigid for i^ctipal purposes, while inter7.. 
sectoral differences Would show a certain flexibility^ This 
would be the re suit of interplay between. the- Unions on the one . 
,side, seeking to maintain differences .between occupations while, 
attempting- at the same time to ..impro/e; the position of their 
memliers. at' sector level, and the employers on the other side 
finding it more normal- to accept differential rises in various . 
.indvistrie£>/ rather than to provoke a general dibturl^ance of 
established hierarchies. As a'/co-rollary, Bb^ning adds that the 
:high wages which characterise industries where, prof its are high • 
would occur independently of the labo^^r demand conpeming the 
different pccupations,. /^ee also B.C. Roberts, General Report 
oh "the O.K. CD. Wage Determination Conference,, prpvisional text^ 
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28,; Within this framework, ' the employment of foreign workers 
.(e\4n when spread thrpug,'hqut all sect{)rs) ^^?ould have , practically 
no braking Effect on .growth o.f , wage s in the more dynamic, 
industries" (where -the relationship' between salary' developnjent * 
and manpower'' demand n. -ul(a be w6ak). On the contrary the elimi- 
nation of bottle-necks. in low salary, industries, made possible' ^ 
"by emigration, would have- certain consequences at sector level 
even though these may be limited globally..' Here everything 
depends, acc9>rding to BShnirig, on- the development of , the labour 
marke1,'r 1^ the labour demand remains .constant,*^ the employmen -if ^. 
of . foreigners will haVe quite a strong- braking, effect ' on the ', ', 
tendency towards wage rises, but if the laboxir demand grows '^ 
more and more, thiiiK effect, will ' tend to dissolve . When the 
economy Ls turning .at fwli strength, BShning ;oo^(?ludes, it is •, 
not bottlenecks which induce salary pressure but rather the 
a.ctlon of the Unions, 'who attempt, to recover their po.sition by. 
demanding a yet bigger slice, of the bigger cake. In the S^ourse , 
of • the third stage of maturity, when 'the . consequences of ^ 
immigration seem to be showing themselves more .clearly,: the 
presence of foreigners enables stronger growth o.f the economy 
not ^ly because of what the immigrants produce, but also by- 
the additional demand for consumer goods and social capital , 
which they express.. At. micro-economic level, braking effects 
on salary' are .visible but it is legitimate to wonder whether, 
globally,, immigration does not- end up, by prodiAc.ing a general 
ris.e in remuneration which would not occur in its absence. . The 
' reply 'of BShning is affirmative; it could not be otherwise given 
.the premises whic'h he seems to' adopt , namely that immigration , 
produces higher profits which "mUjSt nevertheless, be divided ^ 
(even though unequally) between the enterprises and the working 
class, fit will be recalled that the ma;jority of those econoj- 
mists who have treated manpower immigration have attributed to 
the employment of' foreigners a depressive role on. monetary 
•salaries (cf. for Germany: T. Bain and. A. Pauga, InKykloS, ■ 
J972, 4, pages 820 to .824).. Cost inflation would be 'thus - . 
countetmanded by immigration. P,inally a translation of - the ,^ 
Phillips ;curve would ^operate , in the sense of.' an. attenuation of . 
the relationship between prices and rate of unemployment' (work ' 
in 'course at the University^of Aix-Marseille , ^directed by J.L* 
. Reiffers, would e^^'em to confirm .this /observation as concerns 
Prance.) Bbhning does not question tjke validity of these ob- 
servations.' fte thinks,, however, that this depressive role: will ^ 
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only apply in the immediate future, In. the long-term, immi- 
gration will have quite, the oppo&ite effect , . . '; 
29» It will he noted that BShhitig's' theses can probably be ■ • 
confirmed the^ •empirical observations • of Maiilat on .Switzerland. 
BShning likewise has ^found' confirmation for it 'in other Countries, 
(paragx-aph 84' of the report). • Neve^4;heless this sum of case 
studies" does hot satisfy, him completely .; " Por that re^P.on he 
bases his conclusions to some extent on an arg}imeht ."a contrario",- 
that is to say by imagining, through a sort' of exercise in in- . 
formal simulation, what would be the probable development in 
the absence ..of immigration (paragraphs 82 and .83)'. . Without 
immigration, tensions, .on the labour market woul.^^. probably have 
led' to wage, rises so strong that, employers would have been . . 
obliged to carry out labour saving. investments to contain their 
manpower -need^. This would in the. long-term have checked the . 
growth of wages. In those ;)obs where this o»peration was not^ ■ 
possible, salary rises would eventually have, caused ^nd pro-: 
pagaied- such pronouhced inflation that severe restrictive • • 
measures would have become nec£ss?ry., having, cumulati've • effects 
on the economic system. The demand for labour would thus have 
been reduced and, hence, the progressive rise in wages. 
■30 . .Finally , B'dhning arrives at .. the stage of pronouncing . 
jiidgements on .the distribution of income (paragraphs 87 to 90) 
similar to those expressed by observers who have lackled the. 
problem without too great an ideological reserve or doctrinaire 

• alignment. : ' ' 

1) the - initial restraint 'imposed by immigration on ,w.age , 

growth (that is to. say the desequilibrum, in terms of relative 
profit', which national workers m.ay suffer in comparison with., 
capital) is la.ter (notably the third stage of maturity) lairgely 
compensated for by an increase in real income per head .produced 
by immigration ./Tn the absence pf immigration the' initial ad- 
vantages won by the workers will' be quickly eliminated -by an 
iiicrease in prices or a: reduction in investment-- compare 

paragraph Q^f \ '. ' 

2) ^however , ' the additional . prosperity, which .immigration 
renders possible is. more profitable to capital than to labour 

.because' of. the unequal' ■distribution of revenue which is in- 
herent in our.' type of society (paragraph 8.7).7 ' 

3) the mobility of national workers towards better, 
remunerated or more prestigious Jobs , .is at.' the origin of . 
immigration. However, immigration by reprbduoing itself 



'sustalriB and multiplies, this movement. In .other terms, the 
effect. (immigration) is retroactive, on ' the cause (mobility) /in, 
a system of reciprocal relationship. It may thus be claime( 
that in .fact immigration .enabl.es the individual rise of the/ 
national worke-rs without altering the social, structure. 

4) by contributing to an- increase in enterprise profits, ^; 
imraigratioh contributes equally to an _enlargera^^ of the fiscal^ 
take on these 'profits; On. the other hand, immigrants are Ithem- 
selves taxpayers. However, whil,e they contribute-to taxea and 
social securi-J:y apprdximately in. the same- proportions as ipiie 
natipnaT population, immigrants receive, acc.ording to BHhnihg,; 
much less, than the average of social expenditure per capi/ta. 
Logic/^lly ^ his* phenomenon should produce, on. the .whole , flavour- 
. able consequences for the national population . Although /he 
presents an extremely interesting . framework for reflectio'n (cf. ' 
paragraph 88, fo'otnotes nos,, 84> 85., 87,' 88 and notably 1118 et 
■seq.)"* Bohnin^ is not ablS t© give that detailed examination 
which ,the importance of the subject would require. 'Shis frame-- 
work must- thus be widened at somt^Jt^ture stage of . speciH \ 
research.' The' lattei? would enable important Tessons, to/ be , ,v 
discerned on policies relating to ^'-reception structures" for 
the immigrants, which pra,ctically everyone is in accord in ' 
saying. are at the same time .inadequate and costly. If / it could 
be ef f ectively demonstrat\ed " that immigi?ants receive proportion- ■ 
ately less, than* they give,'^\many \of the practical and psycho- . 
logical blocks 'which oppose an improvement in these structures 
could be eliminated. 



Is /immigration a cause of Inflation ? ■ 

31|r In -asking the two rapporteurs t^is question we were aware 
of the difficulty of answering it aiid this f6"r three/ reasons: 
firsts because the causes of modern inflation are. imiperfectly * 
known; secondly, because -these causes' have similarliy an inter- 
national component which escapes appreciation in terms of the 
national economy, and finally because immigration varies in 
volume and in. role according to country and time anp. is able^'^ 

therefore, to exercise only a variable effect on>cbiiomic / 
^*' . . ■ ■ .. . I ■ / ■ 

equilibrium or disequilibrium. It is a question rafther o^ coft- 

fronting 'the traditional .opinion 4 according to which immigration 

would put p brake on 'inflation insofar as it -wouldj assvti?e the 

fluidity cu; the labour market or the immigrants wojild/retain' 

their spartan consumption habits - with a more re.cWt, thesis - 
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according to which the iirimigrants would, end up having a limited, 
effect on the restraint of salary costs ijnote tha contrary 
opihions quoted in paragraph 28? and express; (notably when 
accom^nied by their families) a by no means .negligible demand 
for consumer goods^nd equipment' reflected in prices and wages.; 
they would also hav6k .. in particula°r a marginal productivity well 
below that of the native people and of the capital invested in 
labour paving devices. It will be- added that, it is a question 
of confronting two opinions,, not :in order to pronounce in \ 
favour of one or the other but rather to ^give some elements ofy 
reflection to those responsible for national policies when they 
. meet at Q. E.G. D; • , 

32 . Bbhning has provided us with a good number of elements of 
reflection. The analysis which he carries out (paragraphs. 91 ■ • 
tc^ 99) leads him .to conclude that, even at the third stage of 
maturity. /^he study is centred principally 'on this stage/ 
immigration. exe.rcis,e^ a .sure deflationary effect: 

1) it would have practically no significant- consequences 
in inflationary terms for factor cost /^he elemen-^ which' enter 
into accoijnt her6 would be the continued restraint, on salaries 
exercised by immigration and the wage pressures induced. by the 
immigrants. ThC' variable, rate of ex temal turnover (defined ; 
throughout as the difference between rate of . entry and rate of .' 
departure) would act naturally on these two elements/. 

2) it would maintain a noticeable deflationary effect on 
the price of consumer goods and indirectly, on ,|;he price of. 
investment, goods, Bb'hning teases his /pas oning essentially on the 
propensity tc save, family composife;f ♦ ' and the role played by 
remit-ta^ces (of which che net deflationary .effect^ds however 
more limited than'might be. imagined, given the possibility that 
these remittances may turn back on the market of the immigration 
country in the form of consumer demand). Of course an essential 

•role would equally be played by the variable rate of external 
turnover. • ^ . 

33. One would" have expected an important specific development 
of this theme by. Maillat, since it 'is precisely in' Swit25erland 
that there has' most frequently been, invoked (nptably -^o justify 
the first resti-ictive measures) a direct causal link between 
immigration and inflation (cf. paragraph 24.3 above). On the 
contrary Maillat . (Chapter 4., 'paragraph 2) tackles this subject 

' with a certain prudence and confines himself •essentially to 
reiterating the opinions of Rossi and Olhomas (No* 41 of his 



bibliography). Without concealing other^ competing causes 
(notably monetary flows) these authors attribute substantially 
;the acceleration in inflation ..rates which o'ccurred ' in Switzerland 
towards the end of the 50»s to a cumulative process (or bettei? 
a revolving one); a. vicious circl-e in,^which, at a .given moment,, 
the self-feeding process of immigration' would have, pl^^ed.an 
important role. . In particular v^^'j^ig^gSnpi in the popul^;tion 
(caused notably by the Immigratioi^^Q.f^'/l^otli active and Inactive 
persons) would have brought in its train . an increase in global 
demand which turn would have led to pressure engages and 
prices and thus a growing demand for manpower. This last would 
have rendered a new. immigration necessqjry . . , and so on. and so on. 
Jfaturally in the courie of this process immigration would' have 
ha,d a restraining' effect on wages and, thus e3cercised a' immediate 
anti-inflationary role which' would not, have been manliest in 
its absence . 

34. The 'question then moves (as Rossi and Thomas do) rather in 
the direction of productivity theory and, thence, towards;, the ' 
theory of the structure . of the production apparatus (cf. Maill.at) 
a;""' 'f the ends and means of the economic system. -At the end . 

. oi this attempt at dismantling and re-assembling- other peoples* 
thoughts i one may. conclude with Maillat "that it is appropriate 
to b'eware of too direct a caUsal link between immigration and 
inflation. Indeed, the migratory flow and its- volume, arc only 
a reflection of a long process which has influenced the 
appa-ratUs of productiph" (Chapter 4.2, last paragi-aph but one). 

-The productive apparatus, and immigration . 

35. Growth in global demand would, according to. Maillat have 
shattered the. manpower allocation system, -thus dismantling the 

"implicit wages policy "(a differentiated policy resulting from 
immigration) which had functioned throughout thejSO's. "It was 
then 'that the inadequacy of Qur produ'clive units- and most . 
probably of our scale of prod\Action appeared. . . "■ (dhapter 4.2., 
last .paragraph) . , Switzerland 'is a borderline case, of course., 
and one' must beware of applying to othei' countries Maillat 's • 
views on the relation between immigration and the productive 
•mechanisms (Chapter 4*3.). It is nonetheless true that this 
'examination brings into focus relations and interdependenciers 
.which may well reappear elsewhere (and which would not perhaps 
• be 'quite so clearly discernible el.se.where.) This examination 
helps us/ in short, to formulate a nucleus of general ideas 



without obliging, us to elaborate a more or less imaginary 
model. 

36. The determinant elements of the fundamental development 
have been, on the one hand, the structure of the Swiss .economy 
(small ■and medium«^silfed enterprises) which ^s congenial to 
••capital- saving" investment and to Ugeneralised sub-contracting",; 
and on the' ot^^ev hand, the- (growing) volume "and type of demand 
to which -Swiss production has responded (a derpand with a large 
international component). This .type, of demand, requires a high 
degree of flexibility and tends- to thet avoidance of too great 
an investment in. fixed, capital. If in addition (a) the. invest-, 
ment decisions were probably "taken before; 1.9,50 (that, is to say 
at a time where, at . least in Switzerland, .the future appear ed^^ . 
uncertain) , (b) • confronted, wi.th/an. unexpected grqwth in. the 
economy the manpower supply (.thanks to immigration) has been 
abundant ;' ffhe . reasons 'Which led Swiss entrepren^eurs' to maintain 
(during a practically uninterrupted sequence of favoui-able ^ 
'economic conjunctures) somewhat traditional productive mechanism^ 
and gcales'of production will easily be understood. Indeed the 
combination appeared, at the time natural, prof itable- and certaiii. 
37. Maillat does not restrict himself to describing this 
development. His examination is rich in observations of. 'a more: 
general importance. We will .retain some of them: 

1.) immigration has been a ""considerable encouji'agement" ■ to 
the maintenance of the structure of the productive' apparatus, - 
not only from the technical point, of view, but also in the 
sense of maintaining the type of ownership.; and the- method of / 
management. . This point," adds. Maillat , is im;|QTtant, for 
immigration has made it ppssible to avoid earlier recourse to 
a modification of production ?;cMes (which generally implies 
' structural change)*- ■ / 

2) incentive to substitute capital for labour was weak . 
in..Switzerland until 1963. It is only after that date thl > the . 
. increase in- wages, which had become more marked* has caused 
substitution movement. But the replacement of manpower by ^ •. 
capital within the fT-gnnPWnrk of exlgtlna productive' structures 
has only enabled a limited increase in pr6d,uctivity . This . 
increase is essentially due to t^;bh)iical progress and to 
economies of soale, for^ these arelhe two main elements which 
permit simul-taneous -saving of the various; factor costs, . Now, 
it was precisely these elements (which are moreover inter- 
dependent) which were lacking the most 'in the Swiss productive 



apparatus, given ■ that' their introduction was retarded by the 
abundance vof manpower consequent uppn immigration.. '^Jas Mailla>t 
.recalls, a Swiss author, P. .Schalle:.:', expresses a confrary . 
' opir/ion as corkserns notably the utilisation of technical pro^e^s 
This author b.ase;&- his thesis on two. arguments: (a) it . is only / 
possible to draw majci.jnum advant"^^ from technical progress whei'e 
one (jjan count on. a more- numerous population, (b) Switzerland/ 
is an under-populated country in relation to t)i,e present conV . 
ditlon and potential development, of production techniques.. ' 
"Ergo", concludes this author in substance, Switzerland needs: 
more immigration. It is possible that Schaller's premises) /In- 
•particular those under (bj_7 are Wrong. It is nevertheless . 
possible that these tvvc> theses are hdt as contradictory as , 
•would appear at first sight. Maillat speaks rather. of the past 
• and ScUaU'er .seems more concerned with the future'. MalHat ' 
.puts his-emphas^s bn the enterprise and manpower aspect and 
S.qhaller (if we have Well underjStood him).on thfe population and 
economic-system., aspect'. It seems to us in particular that 
Schallejj^Gonc'eives a more reasoned system, able, to profit from 
technical process through .an increase in that element which is 
most lacking, namely .human resources (Schaller refers expressly 
"to Sauvy), Of course - it may be. added ^ reality has -proved 
quite different, but this is because, in Switzerland immigration 
has been inserted into- a predetermined framework not particularly 
favourable towards innovation. It ..could not therefore contribute 
' to a rationality which was non-existent eithe.f in peoples' 
miilds or in the course of events. It- may' well be, moreover, • 
th?it once reconversion on a bigger scale has been effected and 
all the- necessary technical progress incorporated, the Swiss 
economy will ne.ed abundant new immigration (assuming t.'aat . 
public opinion peiWits it). In Germany, where -a fresh start, 
was made* the abundance of manpower supply (ensured first by 
. refugees from the -East and later by immigrants) seems rather 
to have favoured economy of scale (as to technical progress, 
the question remains to be seen). B^hning, [(paragraph 102) 
'seems to have the German example in mind when he states that 
"imported labour helps, to realize economies of scale, at least 
in the short-run". • 

38. Bb'hning»s contribution on the subj.ect must now be examined 
(paragraphs 100 to 117). BcJhning does not deal Vex professo" 
with the role of technical progress and ec'onomies of scale. 
As 'Concerns the latter, he restricts himself to af firming ' that 



as 



immigration contributes to their realisation, at least in the 
short-term (paragraph 102) . His contribution consists notably 
in. refuting' the thesis according to which immigration, by- 
holding back intensive employment of capital i..e|. capital 
deepening, impedes those elements which determine real economic 
growth 'j.n the long-term. To this thesis, which he qualifies as 
"deductive theory", may be opposed empirical observations which 
demonstrate the, existence of 'productivity gains in immigration 
countri*es. B.b*hning»s arguments are based essentially on two ' 
points: (a) the decisions of the ^.entrepreneur (4imed through- 
out at profit maximisation and in .principle taking the labour 
'market situiationy into secondary account only) see paragraphs . 
101 and 107; (b). flexibility in the supply and in. the' means • of ' 
utilisation of' manpower (made possible .by immigration, thus, 
tensuring great flexibility in the productive Apparatus) see 
paragraphs, 103,^^ 109 and 110. Immigration also- assures 

^full utilisation of new installations, which are e-lrentually 
labour saving (see paragraph HO). Through the increase in the 
•population -^and in income per head, immigration has. (indirect) 
consequences on the propensity to invest (paragraph 10^);' thereby 
causing' indifferently operations of capital' widening and Capital 
deepening (paragraph^, 106). In any case immigration enables the 
full employment of available' productive capital, which would 
hot be so in its absence (paragraphs 112 to 114).. 

Demand on social capital 

39. . Immigrants express a demand on "social capital" (i.e. for 
material social infrastructure and social services- in the 
widest sense), but this demand is altoge1;her- less than that n| 
' the Wtional population (Bb'hning, paragraph 118), ImmigrantsV;) 
also help to finance social resources, tp a greater extent 
propprtionally than the nationail population'^ (paragraphs 118 
and 126 in palfticular) , /Is regards this point, Bohning refers 
essentially to the framework he gave when discussing ' the dis- 
tribution of income (para-graiih 3.0.4 above).. This chapter 
could nevertheless represent an example of the type of problem 
which might be examined :, in ' detailjj rapporteur discusses 

these matters with 32<eference to stages of maturity, but excludes 
the fourth stage, ./see paragraph 9.6, above for this concept 
Ihiring the first dnd- second stages (pa;pagraphs 119 and 120)V 
demand, almost exclusively concerns housih^ but immigrants are 
npt responsible for an additional demand. It is naturally in 



the third stage that the pidture changes appreciably, "but in • 
. different proportions according to //the different components of 
.demand. -•■ - / _ ■', ■.■ • ,• 

1) The impact on housing Xp'ai^agraph .l 21.) is,- aocording to 
Bb*hning, more, apparent than real since the type' tff replacement 
which takes place on 1;hi& market //is similar to that observed on 
the labo-ur.-market, i.e. foreigners occupy the districts and ^ 
accommodation abg^ndohed by the ibcal population^ * This .assertion 
.Is no doubt interesting, but it^yinay well be asked whether it/. . 
has the value of a general rul©'. If steps were taken to pirovide 

■ '. decent hoiising for foreigners',^ allowance should, also be made for. 
the repercussions^ on the demaM •;'BS.hning supports 'his 

statement by some very interesting commejits bj^j K. .Jones and • 
A.D. Smith (footnote 'No«>HM^ Iput the situation referred to is . 
typically British • J • . ' . • • 

2) Immigration might nave, some effects (a) on the rate, of 
mental disease (but- the .pWof is by ho means certain- according 
to BShning),- (b) on the ra/te- of other possible diseases not . ■ 
detected when the migrant/ was* admitted (hut these are more 

^likely to be individual ypases). and . (c) on the industrial - - 
accident rate*. Bbhning //admits the influence.^of}immigrati.on on 
the rise in the latter./ However, this .phenomenon mainly occurs 
during the first perio^a of immigration and tends to ; disappear 
as srjfon a^ adjustment/ to work is complet/d, 'On the whole, 
immigrants, who are, generally young and healthy, make^a smaller 
• demand on the, heal t^ service- than thfe national average (paragraph 

123) . ^ As regards social £3.ecuri,ty benefits in -the strict seng?, 

■ actual demand by ^afigrants is overall less than that of nationals, 

3) With reg^i?d to school and pre-school education (paragraph 

124) , Bb'hning thinks that the. ■demand from immigrants and nation^;! 
should, balance out (leaving 'aside the saving made by the"' country 
of immigration sas regards the schooling of adult immigr^-nts) . " 
Bb'hning expounds on this subject coherently but somewhat too 
briefly to permit a discussion based on,, definite data. 

40. . Bb'hning •s list' Is almost complete (for other it^ms, see 
•paragraph ,1 22) » However, we have noted that no thought ,, even 
summary, has been given to adult vocational training. Bb'hning ' 
cannot be blamed foT, this omission since demand. is very stnall 
:"(immigra?its do not appear to be motivated) ahd^upply (although 
apparent,ly grealer than demand) is also, small. ■ In any event/- 
.serious examination of this subject is not withiai the conte^tt 
of the present research. The interest (not only theoretical)- 



of ts^adying the alternative of ."interhalisation" or "ex'ternal- 
i&ation" |0f training costs (financing of migrant s^V. training Ijy | 
tijie emplciyer or by the public authorities) should be noted* 
41, . Examination of the alternative of ' cost "internalisation" ' • 
or' "externalisation" may also concern other components of the. 
."demand on social capital (for example', housing)..' Thi^'exam- . • 
ihatlon requires that some. at tempt be made to- interpret the . 
nature of the service given by migrant workers.. Since firms 
are the first to benefit from these workers, it is logical that 
.they should bear a good proportion of such' costs. • However, in 
view of the. benefits brought ."by this manpower to the community 
at large in. dermis ji of • growth ' and the labour- market', - it is quite 
fair that therfe should be' public, participation .in. these costs>. 
This distinctt^n^iias already been made empirically in a few ' 
countries. oJ iminijgration,'' but it requires; tr inkling and further 
thought, in the course of future research in the light of (a) . 
the more. and more pressing demand for receptiojiystructi^res, (b). 
the migrant's position as a taxpayer and (c) the concepts "adopted; 
in ^ trie country o'f employment with regard to income transfer ^nd .. 
social, services,' ■ ' • 

42. The e'^ternal rotation variable also- plays a decisive role 
in . the field p'f; social capital in the sense that ;i..t lowers 
theoretical dem'and (paragraph 125 and 126). BShning puts fbr- 
.ward some estiniated figures with regard to the effegt of this 
■phenomenon on ihe/two ma;)or groups of- migrants (with. or without 
their families^ and th^se figures are quite plausible but can. 
obviously vary from one cotintry to .^^p^ther. In any event, what 
should be noted is thd comment that rotation., which mainly ' 
concerns unacOompariied immigrants, '-partly restores the balance 
df demand res.iilting ^"from family immigration. Another interesting 
comment coiicebs the "flexibility of the material infrastructure 
(such flexibility being both oTD;)ective an'd subjective). .Lastly, 
the examination- of. tK's' immigration-mobility of nationals. . • ^ . 
■ alternative^ ^ill be ndted (paragraph 127) . In view of the . 
• different requirements of foreigners and 'nationals, the latter . ^ 
alternative 'is more expensive. This alternative is 'rather | 
theoretical^ however , .-when it is remembered that it cannot be , J 
subjected to proof by the facts (see paragraph -26 above). . ,/ 



../■ CONGLUSVONS 

45. The opinions of the two rapporteurs on picesent day 
immigratioii in Europe (B.bhning, paragraphs 12$ to 138, Maillat,: 



Chapter 5) finally coincide in the statement that this . 
phenomenon has. made the economies of the countries concerned 
■sufficiently flexible to meet the solicitations of demand', 
smoothly. The result has been a high economic growth rate and 
eventualLy a higher rise in real per capita incomes than without 

. immigration. According to BShning, immigrants provide more. . 
goods and services than they consume. -He qualifies his favour- 
able opinion- when he state's that the benefits derive es£?en'^ially 
frdm^external rotation (paragraph 130) and that when immigration 
becomes permanent . immigijants • needs tend to be .'inversely • i 

•proportional to their economic prof itability "(paragrg^ph 131).' 
However, the advantages tend generally to exceed the* disadvan-'^ 
tages (paragraphs 131 -and. 136). Maillat /who quotes \ 
Peiffers, see No. 39 ill. his bibliography/ Q-grees that* the 
calculations (generally too theoretiqal) of migrants' cost and ^ 
the traditional investment " they g'ive rise to cannot change the - 
overall favourable balance: "these costs will be of very little \ 
weight when opposed to the indirect advantages of immigration 
permitting the rupture of the ■ principal restraints actini^ upon 
an ec-.onomy in over-employment" and a s\ici*ety whose principal* 
aspiration is the increase of its general well-be j^g., 
44'. '-Looking to the future, the conclusions of both rapporteurs 
appear to be* similar in substance in spite of the^. different 
aims of thei^ respective researches. P-er Bb'hning (paragraph 
138), empioyment possibilities for* migra are far from ex- 
hausted since the economies and societies of Western Europe 
cannot very quickly charige the features they have, acquired In 
the recent past. For Maillat the restrictions adopted in 
Switzerland have created a situation .whose only real alternative 
is a ' fairly thorough review of the productive apparatus, invest- 
ment decisions, economic policy targets and the representation 
and behiwiour standards of micxo-runits groups and institutions. 
This is tantamount tp saying that when a society has considerable 

•recourse to immigration" in order to feed its growth and follow 
the neo-oapitalist patterns of expansion, consumptipn and social 
progress, it can only put a..^top tov.:such immigration under pain 
of being obliged to review its own essential aims. 

'45.' We could very well abide by these observations, e^ecially 
as a number of current phenomena which contribute towards , 
immigration (declining interest for manual. work, reduction in 
the duration of working life and working hours, complementary 
nature of highly.rskilled and unskilied jobs aild of highly 



technological and. more traditional industries) should continue 
and even become more marked. However,, it would he 'rather super- 
ficial to dp so' and would indicate that we did not knew how to 
make prospective us.e of certain information the rapporteurs 
give us-. We would point out in this respect that Bbhning does 
not mereljr refer to immigration and migrants hut 'nearly always . 
qualifies these words hy speaking of "miati^annual. migration" 
and "target workers". Furthermore,, he concentrates his exam-^ 
ination on the "third stage of- maturity" and gives an essential 
role to the external rotation variable. He concludes by re- 
-ducing his positive balance in favour of immigration when he 
refers to settled migrants.. It is therefore feasible to ask" 
whether the extended residence (and settlement of a good number) 
of migrants and their families, the^age'ing of a considerable., 
proportion of these" workers and the adoption on thei.3?|hehalf 
•of more effective and more comprehensive social measures will 
not in -cne future, weigh the balance •rather towards the economic 
.disadvantages and indfuce the Wes.ierri European countries to put 
a brake oh. the enticy of -foreign workers. • It would not in that 
evfent .be' only a matter of stopping immigration by means of 
^regulations but of gradually creating alternatives for it, for 
..example (a) by reforming work organisation in firms and certain 
• job structures, (b) by revaluing these jobs f^omtlTe point of 
view of pay, social prestige and working -conditions, (c) by I 
encouraging more frequent/ recourse to labour-saving investment/,. ^ 
(d) by restoring "true prices", i.e. by passing on to employers 
a substantial proportion of the costs due ^^o migrants* demand 
on social capital (see paragrdph 41 above), an'd- tet'by-^encoTirag^i.- 
ing the abandonment of certain lines of rprodiction^ and encourag- 
ing' the export of capital with a view to 1 creating jobs in the' • 
workers* countries of origin. This type of^ction would involve 
changes in structure and in behaviour which should be borne in 
'mind before- taking any important decisions for. the future. 

46. The' findings of Bohning and Maillat could nevertheless be 
used as a starting point for thinking by- those responsible for 
defining an Immigration policy, to enable them to appreciate 
its effects better, to discuss them with the' social partners 
and to inform .public opinion. 

47. For an organisation like the O.B.C.B. , which seeks to 
encourage co-operation and development, this kind, of stwdy 
should not overlook the legitima^te interests of the-oountries 
of emigration, for' whom thb problem also arises in terms of 
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alternatives, with thX. qualification that their development 
(alternative to emigration) implies by definition greater 
participation by their economic and political partners.:. 
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IMTRbDUCTIONt The Importance o f k s\iir\k the Right Question 



"It would be ridiculous to attffmpt to show whether 
the effects of immigration arc/ a /goodi thing' or a 
'bad thing* / . . There car/ be no peremptory cone lu 
sion to a controversy in wh^h there a»e so manyv 
factors and so many intermingled and conflicting . 
interests. For whom are the effects good or bad? ~ 
What are the effects good for? The lattour market, 
social relations, an improverAent . in the workers* 
status? There is not a s' gle on6 c 
.... which has not its couiiterpart in the form of a 
disadvantage or a prejudice of some kind . . .. The 
problem of immigration is either bound up with or 
leadg to an involved controversy." , M. Allefresde, 
"Forms and Fiff^^t^ 9f Fo^^eitm Immigration in the 
Jajjua-Eefiioo". working Party on Migration, 
MS/MAOif/aOS, p.U74 



1 . 



1. ! International migratibn is one of .the least explored areas of economic 
theory and research. It was orily when social and politicail forces questioned 
the desirability of ma^siyj migratory movements into' Europe *s. developed 
countries during the 1960 's that the economists* interest was kindled.. But 
instead of detaghed and realistic analyses from a non- involved economic . view- 
point, the enauing discussions reflected only too often the a priori pro or „ 
contt'a attitudes which ti« participants held on social or political grounds. 

2. This paper is-a first attempt to rectify this state of affairs. This 
is done not by pitching a new formalised model against the ot hers but by 



leaving aside the most restrictive assumptions and by broadening the perspec- 
tive, to take into account the self-generating' dynamics of immigration, streams. 
The .existing formalised models are highly unsatisfactory, and their sophisti- 
cation cannot gloss over the limitations imposed by assumptions generally 
selected to ''pr^bve'' one's point.. The fault here lies largely in the ^ 
insufficient disaggregation of the labour market; Moreover, in substituting 
rigid deductive iviasoning for close observation of the facts, many models 
suggest structural changes in eases whiara -tt?.© iwiilgration really does no acre than 
InfluMce the tlm«-path of econcmic variables} or they suggest treme»d«m8 , 
quantitative changes where the immigration adds at most 1-2-$. to the , indigenous • 
labour force. Barring vhlikely constellations, l-'2% increase in the labour 
force is certain not to or<^ate macro-economic effects greatly exceeding that 
• order of magnitude, though > constant addition of this siae can of course have 
' a <jumulative impact. \ \ * ^ 

'A ■ Purtheraore, evaluations V the eoonoaic effects W labour inuBieratioti 
often proceed as if ther« wereW return migration and net emigration by ^ 
national employees. ■ Ijcon'omic\effects of labour impok't on the labour market 
or the ecb'nomy as a whole can ift a relevant macro - economic framework be 
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See'also G. Schiller (1970),. pp. 7O-88 
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assessed only if the re is a aurcilus of iinmigrahtg over emigrants in pfersons 
Qf. comparable charact eristics or if it is possible to pin -down the differ^ff" 
:t.ial effects created by migration streams with differing characteristics . '" 
For example, if during ahy one year the net emigration of indigenous workers 

_^mounted-to-4a,000 and-the-net: immigrati^n-o^-foreigh-F<5^^ 
number and if the individual, familial, and occupational characteristics ^ 
of both streams were comparable, the economic effect would be nil. On the 
btherj han^/, if the^net emigration of those 50,000 indigenous workers was 

^ composed of "brain drain" categories with nucleai? families, and the net 
immigration consisted of unskilled categories with extended families, the 
economic effects might quite considerable , albeit difficult to pin down 
exactly. It is as well\to, boar in mind that, all European countries import- 
ing foreighi labour on a noticeable scale experience some degree of net 
emigration by theii> Indigenous populations. For Britain, Germany, the 
Netherlands, .and SViitzerland the-net loss pf indigenous workers during the 
post ^war,period/wa/s quite marked' - in the case of Britain the loss of . 
indigenous population was so great .that apart from a few years at the end '. 
of the. fifties an?i beginning, of tbe sixties it's overall balance of labour 
migration was mvii often tha'o not Iri the negative or at ie^st in balance. • . 
This question assumes a considerable significance if, as indicated, the 
macro-economic effectu of labour import aye likely to be relatively small j. ■ 

• for the smaller the net balance of migration, the smaller will be the small 

-effects of foreign immigration. In the continental la^jour importing 
countries? the overall net balance was mainly positive during the 1960 's and 
.may be estimated to have averaged between 20% and 50% ^bf the gross inflow of 
non-seasonal ;Workers. / . - 

^. The external balance acquires an = additional i'litemal dimension if one 
considers the decreasing birth, rates and inct-easing life expectancy. The 
birth rate of some European populations has recently dropped below reproduc- 
♦tion levels (in Sweden and Denmark in 1968 and Germany in 1969), and although 
this does npt signify an immediate end of the nsitural increase, it could in 
the long ruh' lead to stagnating or decreasing E^)pulations where the ^conoiac^ 
ally active have to bear an increasing burden /O? inactive people. The. 
labour market, however, is to some degree affected by the. falling number of 
births, immediately. Lpwer absolute numbers' of births are in part caused by 
retardations of demograj^hic grovith which lie somie 20 years back. These 
earlier retardations mean lower humbers of/ school-leavers. Qn top of the 
absolute decrease comes the relative fall/of birth rates occasioned by longer 
schooling and higher living standards, both of which entail lower activity 
rates. While, for example, the "total /population of the EEC increased on 
average by 1% per annum during the peribd 1958-1968, the population of work- 
ing age (iS-64 years) increased^on^verage by 0.6%. and the economically 
active population by only 0.1%'.'. Give/n the technological constraints of our 
age and the unabating demand for ecpnbmlc growth - which has to finance the 
Increasing social burd^an of lAactivi^ty it ir, not difficult to see why demo- 
graphic factors are beginning to rejLnforce what in most European countries 
was originally a purely economlp cause of iialgration* 



2 

Authentic figures for the Netherlands are given in Centraal Planbureau 
(1972), Annex Hi- t^le 3. 

^ Cf. H. Wander (1971)/' ' 

Ph= van ?raag (1971), pa26»: See also W.R. Btthnlng, (1972b), pp. 97-im. 
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5# In effect, if we look at present-day Europe j we find that while there 
are practically no restrictions on the emigration and return of nationals, 

jFreedow of movement for /workers outside' the EEC and Nordic Labour 

ave established an ijn 



migration system 



there i 

Market.^ "T^jTOIux^ countries 

largely or eKciusively related t^/feconomic needs, i.e. (needs as expressed 
ini the mici:^oreconomic decisions of employers. This means that any 
inflow of foreign workers preswposes a demand for them . This relationship 
is given fc^al effect in the^ general rule th^t foreign workers are not to be 
engaged ir national workers/are available and is adminltstereg, through work 
permit Wquirements, border controls, and ^*regularizatiions*\ For Germany, 
which is iperhaps the mosy typical labour importing country of contemporary 
Europe, a regression shcmed that the variations in the inflow of non-'Serrnan 
employees were to 96%yexp] ained by the variations in German labpur demand 
oveJTthe pejc»iod 19577d968. Prance's more "open^* immigratioo system is 
aXa^ strongly govenied by the economy, so that the volume of non'-seagohal 
ifmnigration is clpsely^ in line with the state of the pench econon)y. J!yen 

the BritainHEoiranonwealth situation unider the "ope|a door** policy of the 
fifties and early sixties it was found that the invnig|ration of West Indian 
workers, for | example, was predominantly determined b^ the state of the British 
economy rather than any external •*push" factors. . Fpr present-day Europe it 
can be generalized that che valume of labour import is deteffnined by the "pull" 
of the , redeiving countiy, more specif ically by its quantitative and qualitative 
demand for labour. Under conditions of economic migration control, '^push^' 
factor;^ assume no significance unless there is at, the same time a specif ic 
«pul^''\ . The foinner is not sufficient in itself, whereas the latter is a 
necc(ssary and sufficient factor. Variations in t|Tjle nationality composition 
o^^the inflow,on the other hand, are at given levelsj of demand more likely 
to be related to/the prevailing conditions in the different sending qountries 



/ 



^ Prom an economic point of view, Italians in Germarfy or Norwegians in Sweden - 
are not foreign workers but the expression of a mqve productive distribution 



of labour within a regional labour market. 



a 



Regulaxjizations were prevalent in If^rance during tli^e 1960* s. Switzerland 
5flso experienced a high degree of "totu^ist** immigi:iation before it intervened: 
in the working of the labour market, cf. R. Braun (1970), p. 77. ^ 

W.R. BBhning (1970b). ^.-^ 

See e«g. G.' and S. Castles (1971)^ J.R. HcDonald (1969), and the annual 



reports in Population (Paris). 
C. Peach (1965). 



There is apparently one exception to this rule and that is what M. Allefresde 
calls the ''blind" immigration of Portuguese into France. See Allefresde 
0969), p>19 et 3eq> aid 3 0et , se^ . This exception, however*', owes its existence as 
much to permissiveness an?[ laxity. on the part of thei French administration 
as to Portuguese "push" faottor,^,:; ^ 



Which is best exemplified by the. German Situation at vehe beginning of the 
seventies i when 1 million Turks were oh the waiting list for employment . 
in Germany where almost' the same number of vacancies ie>emaihed unfilled 



month after month. 
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<an4 other iminigration countries) than to conditions in the receiving 
country. "At varying levels of demand for labojar, the receiving countr7's 
selectivity becomes more important and effects fluctuations in the shares 
of different nationalities which are related to the stage in the devblop- 
ment of the sending countries, • As the skill level of a labour force 
rises in line with the level of ; development, and as 'migration streams 
generally reflect the skill composition of the population at source, . 
the .receiving country is likelV' to admit proportionately more immigrants 
from developed countries during; periods of economic recessions because 
low-skin jobs are not in demanid." 

'6* Wkat are the goals the European countries hope to attain ithrough 
labour import? - and what are the criteria, therefore, with which this , 
paper will have to be concerned? Suirely, the economic ne^eds of a country 
as defined by the micrp~ecbnomic djecisions of employers cannot be the 
relevant criterion. Macro-economicallyfcmargirial social productivity 
overrides marginal private productivity . Given the focus of this paper 
on the labour markets of receiving countries, we shall have to look first 
of all at the effects of labour import on employment, and unemployment in 
these countries. As the labour market is S part-determinant of a host 
of ither factors contributing to a nation's economic development and well- 
being^ such as internal and external currency stability, income distributio||», 
and growth, the influence on these variables will also have to be considered. 
The politician's overall evaluation is likely to extend to the economic^ 
effects in the sending countries and to take into account the nonreconoroic 
aspects, of labour import both in his own country and in. the field of inter- 
natlonalvrelationp - evaluations which may dwarf the economic effects , 
considered here. The former peputy Director of the OECD Manpower and 
Social Affairs Directorate | postulated, furthermore , that "knowledge of the 
human gaimt and disadvantages must Income an integral part of the fund of 
InforraationVrequirGd for policy making so that appropriate weight may be 

assigned \ , to TOe value systems other thanj^^conom i c in r eac hing final 

decisions\respecfing national policies", 

7. In order to obl^in political relevancy, thfe economist must also ?! 
answer the following lik*ee questions which a politician has to pose wher. 
faced J with a decision-making situation. Firstly, if labour import iS 
beneficial/detrimeh^dl , to the attainment of goals B, C, what is its 
effect on goals D^ E, F? * Are there important goal conflicts or trade- 
offs? Secondly, if labour import is beneficial/detrimental to A, etc., 
in a given or assumed situation., how does IIP effect change over time in 
an ongoing process of ijconoinic development? Thi)?dly, if labour import 
is beneficial/detrimental to A, etc., , what is the most plausible and 
likely effect on A, etc., of not importing labour? In other words, what 
are the policy alternatives and what effects are they likely to have? 

8» . Given the fact that in contemporary Europe countries have resorted 
to the import of foreign labour at times of full employment and rising 
living standards, and have done so, for economic reasons, the temptation 
is irreslstable to cut through the- maze of economic detail with the V 
apparently innocuous question, "What effect has the import of labour on 



W.R. fitthnlng<1972b),.p,38. 

Set B. Thomas (1968), p. 298, in relation to international migration. 



S. Barkin (1968), p.»t96i 
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the living standards of the population here and now?," Such a question > 
on what would by most people be considered the ultimate aim of economics - 
seemingly abstracts from goal conflicts (the first of our. aforementioned 
points). Moreover* it looks at an arbitrarily selecte.d point of time 
and disregards possible dynamic developments which. may show up that point 

of time as transltn ry second point). And in this context it wou ld 

invite the common mistake of equating the standard of living with all . 
momentarily consumable goods and services. By inferring full employment 
levels and full capacity utilization the argumentation would follow from 
the assumption: additional foreign labour wdul^ require new capital 
investment, which presupposes foregone consumption on the part of the 
national population , thereby reducing the amount of momentarily consumable . 
goods and services in relative it* not absolute terms. As will be shown 
later, such simplified assumptions hinder understanding more than they 
help. Finally* this kind of question conveniently does not ask what 
happens if labour is not imported, for in that case the assumed capital 
widening would presumably be replaced by capital deepening which would 
probably be even more i costly in terms of foregone consutnption and would 
logically reduce momentarily cohsamable goods and services even further. 

9» However, "it must be dovJbted wl liher the standard of living defined 
as momentarily consumable goods (and services) is a sensible yardstick 
for judging economic policy. This yardstick suggiests that the optimal 
measure f6f the maximisation of the standard of living would be one which 
miriimises foregone consumption and, in turn, investment. Thfe aim of a 
rational economic policy must be, however, to take care of th^ future by 
investments which will be able to cover this growing needs over time through 
the expansion of production.""^ Whether capital/widening or capital . 
deepening serves this end better in a given situation ?sannot be determined 
■ a priori . Moreover, the question of living standards must hot be seen 
solely in relation to abstract income levels. K. Jonefi and A.D. Smith 
writ;e: "Certainly it seems improbable that, as some have feared, immigra- 
tion has restrained indigenous living st^Jidards below the level which, in 
-lts-4a5sence,--they might-Jiave attained. Among other evidence which points . 
to this conclusion, special mention should be made of those sections of 
the study that indicate demands on the social services below those of the 
indigenous population, and an impact on the housing market which may well 
have helped, marginally, to rai|| the standards at which the indigenous 
population, on average, lives". 

^0.. One should be aware of another pitigall in this context. The 
"fot'egone consumption" argument is of course never applied in relation 
to the growth of the indigenous population. Onfe of its leading proponeiits 
said: "In such cases it is unnecessary to refer to foregone consumption. 
One does not visualize this as a sacrifice or as questionable . • 
When asked what difference thef^ was from an econoifdc point of view between 
foregoing consumption for one's own later advantage by investing in work 
places for one's own children and by investing in work places for foreign 
labour, the same author revealingly replied: "Economically tljj|re is no 
difference at alii It is, if you like a matter of emotion." We are 

. ' ■ — .,11 ii r-- I i r - T ii r-T- ii ^ . 1 1 i r'-m J M- | i ■I ' li r"— ■ i n t " -- ^ ■ 

U. Harms (1966), p.278j see also K. Kaiser (1971), p.l02. 

^® K. Jones and A.D. Smith (1970), p. 161. 

H.-J. RUstow (1965), p.633 . 

. .^9 H.-J. RUstow (1966). pllOB (discussion). Set also in this connection 
K. H . BowihtteB (l970), pM43-7» 
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pot denying that it Is legitimate to ask politicalJ^t what shoift term oji» 
/Long*tenn effect labour import has on the national population or some 
part of it. But it must be stressed that if the question is posed in 
economic terms, the egpnomic reasoning must not be subject to social or 
political prejudice. ' 

-'^^ — I»a atlyi so me-ef the broad assumptions underlying tt , , 
explanation. First of all we speak of polyannual or target worker 

migr"ation. this derives from the fact that in contemporary Europe most 
migrants are considered and thenselves as people who. go abroad with the 
intention of earning as much money as possible as quickly as possible in 
order to return home. Seasonal and frontier workers as well as trainees 
are analytically not part of this category, though they are difficult to 
disentangle empirically. Eraigrarits. in the traditional sense of the 
word, ite. peopl6 who go abroad with the^in tent ion of staying there at 
least until the end of their active lifeAjare few and far between and may 
be neglect (sd for all practi<ial purposfes*/ % Polyannual or target worker 
migration is the most typical and numerous variety today', but we will 
have to discover the full reality- of this widely mis-used concept f „ 
Secondly, we speak of post-industrial societies. This relates to the " 
development which characterizes E'uropedn countries as economies with a 
relatively small and declining agricultural sector, a large semi-automated 
industrial sector which tends to decline in relative importance as far as 

manpower is concerned, and a^n equally large tertiai»y sector which 
' expands in. these terms. Thirdly, we. speak of capitalist societies. 
Apart' from the truism that we ex« looking ?A societies structured by the 
private ownership of capital, "capitalist'.' as used here meaqs no Bore 
than that the relationship between demand and supply oril the labour market 
is governed predominantly by narrowly ecohomic criteria reinforced by 
traditional norms of prcipey" reward, that is, a reward structure which 
assigns the highest pecuniiary ahd social rewards to the social elite and 
the lowest pecuniary and social reward to the unskilled m^ual worker 
regardless of the true ^bciikl or historical, value of the mik performed. ■ 
Similar structures can also be found in Eastern Europe *s "socialist" 
-^cCTiom^ies---and-it-4s-^hereforeHik>t-^urpr ising tha t t he r e a re- 
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of large-scale employinent of foreigners, for instance of Poles and 
Hungarians in the German Democratic Republic and of Egyptian bricklayers 
in Czechoslovakia ahd Bulgaria. Still, we are only concerned here with 
the typically capitalist relationships in Western European countries*; 

'1 2* The concej^'^ualisation in the following section is conducted in 
terms of "ideal types" in order to facilitate understanding of the basic 
determinants oi the matter. The actual situation in differen| countries 
may, of course, deviate to a greater or lesser extent from thO/ldeal- 
:typical model. ' / 

19 - ■ ■ / ■ ■ ' ■ •' ' ' " 

A. N.E. Volley (1971), p.f8, comes dangerously near to this in "associating 

immigration with polluti^ without asking for c£luse and effect* 

' ■ ' ■ ■ \ ' * >. . -■• •. . , 

* See/W.R. B6hning (1972a) j pp*ie2-7, and R. BraUn (197o\ PP* 79, H73 and 
t»8$. Incidentally, even the presumed settlement migration of coloured 
Cpmmonwealth citizens into Britain is at root a polyannual migration, 
ds the following letter of a West Indian to Kr* E. Powell exemplifies./ 
/"The majority of us, educated 'and illiterate alike, came to this; our 
/ ^mother' country, with one aim in view and this to better ourselves and 
7 then return home (I stress return home) i r to show. our people that^we 
/' have achieved something by going away. Alas^ I dare say the majority > 
/ of us, including myself, have been disillusioned and cannot even - 
though we ♦re .working every day find the fare to return home." 
/ Quoted in The T imes, 18 Wovember 1971. 

/ ' ■ 48 , 
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15 (. When Europe's industrialised cbuntries made their transition from 
industrial to post- industrial economies under the conditions of expanding 
international trade after World Ww 1 1 and while being committed to full . 
employment policies, thei?^ working. classes experienced a fast and sustained 
increase in living standards. This increase was achieved with the tradi- 
tional soiilal job structure, that is, the structure developed during the 
first stages of industrialisation with, socially undesirable and low-wage 
jobs at the bottom. Under conditions of full employment a noticeable . , 
increase in the standard of living has the following two effects. 

Firstly, it induces a growing gap between the rising expectations 
and qualifications that go with an increase in the standard of living and 
better and longer schooling,' on the one side, and the. undesirability of 
certain jobs in terms of status, physical hardship, and pecuniary reward, 
on the, other. ^ In effect, nonrpecuniary considerations become indepengg' 
ent determinants of occupational choice, i.e. independent of wages, paid, 
and the school populatigQ :from which low-skilled workew are ti^adltioaaHy 
drawn becomes depleted. . 



This concept was first developed in W.R. BOhning (1972b), Ch.H; for, 
further empirical evidence, see ibid . 

L.E. Davis (1971), p. 31, gives a pertinent example: "A few yeaif^s ago. 
the Norwegian government decided to extend the school leaving age of 
children by one year ... Very soon, Norway's important mairitime 
industry was Seriously threatened by an inability to recruit new 
workers. Before the school- leaving age was extended, about 80% of 
■ the boys were willing to go to sea; afterwards, only 15% sought sea- 
faring careers. They wanted a different kind cf.life because the • 
extra schooling had had an impact on them'.'.^ For Germany cf . V. Merx 
(1969), p. 98. ■ . . • ' 

See the well documented research in Amsterdam and Rotterdam by 
P.J. A. ter Hoeven (1964), pp.23, 32-5, and P. van Berkel (1968), p. 123 
et passim .. A relattid development is the attraction of low paid \ 
service work compared with manual work, see e.g. E.W. Hofstee (1958), 
p. 100. D. Maillat's report (1972a) is somewhat contradictory in 
first relating the "mobility of Swiss workers to wage differentials 
without, it seems testing for other independent factors or spurious 
correlations (p. 11) and then stating that social position and standing 
• also played a "decisive" part (p. 16). Even in the notorious employ- 
ment conditions of the United States it has been found that workers 
'•are not only , concerned with wages but with working conditions as 
well", P.B. Doeringer and M.J. Piore (1971), p. 80, see also ibid, 
pp. 86-8. ■ . . 
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Gee e.g. P. van Berkel (1968), p.l2>!. 
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Secondly, it> gives workers, especiaXXy young workers, the opportunity 
to leave uriilesirable jobs for socially more acceptable and better paid jobs 
without fear of beconiing more than temporarily unemployedi . This may take 
the form of inter-firm mobility or, on labour markets characterised by 
internal labour markets and ports of entry> • of promotio n wit hin the fir<n> 
When workers begin to drift into, job openings which are more likely to 
fulfil their aspirations in respect of status and pay, there opens up a 
partial Jl^abour shortage in socially undesirable jobs. 

'ISt .JThes^s^ first endemic labour shortages are commonly accredited to the 
hitherto unknown strength and length of the economic boom and are generally 
expected to disappear undWr more "normal"^ tiond it ions. However, this view 
overlooks the fact that such endemic labour shortages hide a structural 
maladjustment of the labour market. The appearance of a partial labour 
shortage in socially undesirable jobs, in any one sector of the economy 
signals ah impending general labour shortage i in all such jobs throughout 
the economy; there arjB low-status and low-paid jobs everwhere, and the two 
tend to go together* 

17t 'A post- industrial capitalist «?<iciety facing the first instances of 
endemic labour shortages has two options open to it. Firstly, it could 
pursue a strongly reformist manpower policy by adapting its social job 
structure to post-industrial requirements, i.e. to pay a social or 
historical wage for undesirable jpbs - considering the fatt that mar ;et 
forces are partly inapplicable to the labour "market** anyway' in that wa^e 
structures. are determined socio-politically by the structure of capitalist 
societies and considering in particular that competitive forces are, the 
mor^e strongly diluted the higher the statuis and pay of a job. Secpndly, 
it could fill these jobs with foreign workers admitted not for Sjattlement 
but for the specific ptv^pose of filling the supposedly temporary gaps pn 
the labour market*, i , v 

1 8 » The a lt ernative to the firs t option^ namely, to permit large -scale 

\ unemployment :^nd a considerable drop, if not reversal,, in the real growth 
of the economy in order to stop the flight from socially undesirable jobs, 
is politically not feasible. It would probably not be very efficient 
either at times when unemployment benefits are far above subsistence 
levels and often not very different from the wages paid in undesirable 
jobs# The idea of bringing px»oductive capital to the workers in the 
foreign countries is not a realistic alternative at this stage. the 
\ original pockets of labour scarcity in domestic service, tourism, refuse 
\disppsal, agriculture, mining, hospitals, and so on, are f ix^d to their 
g<ven locations. As a matter of principle, the idea meets With a luke-* 
warm receptipn from both employers and the general public. Automation 



Cf. P.B. Ooeringer and M.J. Piore (1971)^ Incidentally, it is at the 
ports of entry, i^e. at the bottom of the internal labour markets, 
where narrowly economic criteria are most effective and responsive 
to market conditions. ' 

The official. Dutch study (CentrafclPlanbureau (1972)» realises 
that this is the only means to prevent ^further iirdmigration into the 
Netherlands at this late stage of the process. 

Or the further it is from a port entry, see BaCberirgraxilW.l^jsie (i971J^p,8^ 
^aeq. The authors clearly see the chain of causation running from 
$:iogenousiy determined status to status determined wage levels. 



is 'seen, not to be a panaQc\either< First of alX, many of the jobs 
involved are not amenable to\thorougbgoing autemaatbn (hotel and catering 
industry, for example). AlsV* as we shall seelawr, the profitability of 
aut;:/mating is more often than not questionable,' at least in the, short term. 
And last but not least, automation - in indusrs-y in particular - creates 
-m ore highly s k i ll e d j obs as we jj Pa s mor e semi-^skill e d j ob s in-p-laee-of 
continuous skill structure. SemiVskilled activities, however, are the 
very activities from which the indigenous populiation tends to withdraw 
becausegthey are boring and frustrating, i.e. undesirable in personal 
■■■tierms. ■ ,^ :\ ■ \\ i . 

19* The alternative to the second option, i.e. settlement immigration, is 
politically indigestible in nation statek which are not countries, of \ 
immigraticai on non-economic grounds. ^ ^ 

.20* The first option, however, does not* commend itself to the political 
decision makers on socio'^political grounds* A drastic rearrangement of 
the social structure of jobs juight require, for exampleV t^6 pay a dustman 
as much or more than an accountant or to give an agricultural labpurer the 
same status as A research assistant. Needless to say, our capitalist 
societies are neither willing nor able to do this on the scale required in 

' viiaw of the social consequences anticipated. (It was instructive to hear 
the middle class outcry in April 1971 following British Leyland's decision \ 
to give lavatory attendants at the Longbridge works an annual sal^y of v 

£1,500.) \ : 

21, Employers hit by the initial labour shortages naturally seek redress . 
from their governments. . They present their demands for importi^Ttig foreign 
labour With a high degree of plausibility, given the capitalist jcpntext in 
which thW are made, as in the "national interest" - or certain:^yi as in the 
interest \of tl^e governing party at the next elections. Their prof itability- 
productiVity situation is obviously too precarious to sustain p^y rises/ 
sufficient to attract indigenous labour, which means that spone^ or la ter • 
tltey" wilT[ha\^to^o^6^^^^ business 'with consequent i^^^^ setbacks 
to the regional and national economy. Foreign workers, however y would 
.. surely bejprepared to do the jobs at the prevailing wage rates, and if and 
»«hen the .vagaries of the business cycle should hit the industry in question, 
one wculd incur few- social problems by dismissing them. Thus, the 
Kon junkturpuf fer approach is bom. 

22 . Governments usually consent to the import of labour on J>roadly 
economib grounds long before full employment levels are reached in 'macro- 
economic quantitative terms. Once the political decision has gone in favour 
6f the foreign worker or Konjunkturpuffer approach, the self -feeding process 
„ of migration from the chosen labour surplus areas into the labour shortage 
jobs commences, and it cannot be reversed^xcept by ai political decision o It 
is ineoiparably more difficult to take such V deeision -> because of the increased 
internal and additional intematioiial constraints - than it if Ottld have been Jo 
adopt a 8tr<mgly refoniist Banpever policy when the first gaps io the labour 
Mvket Appeared. 

25. There are two sides to this §elf-feeding process. One, as already 
implied, relates to the structure of post-industrial societies and the other 
to the fiiisratory process itself. These will now be examined in tuim. 

"Industrial w^k characterized by monbtony and social isolation (frequently 
mechanical work suah as light assembly work) is accorded a negative evalua- 



tion by almost all workers", P. van Berkel (1968), p.l30< 
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(a) T|ie Economics of Self-iPeeding Migration 

24 The import of workers from labour surplus cojantries, which generally 
means ifrom less developed countries with a low^wage level, does not cure 
^he i3|l of structural maladjustment, for it deals with the symptoms but 
not the sourc e of the prdblom* . — It servos to pr ei s e rv e th e e xisting a ^rcial- 
struciure of jobs (though not necessarily the econop^lc structure pf jobs)*. 
It may even reinforce! it in that at the outset a ^st:igma may become attached 
to the jobs involved - whiph may animate some indigenous workers to leave 
them r and when this process gathers momentum ail jobs of this kind may \ 
attract an unfavourable imag^e on social and 6lhnic grounds as well* A 
furtiier reinforcement is provided by institutionalised discrimination; 
foreign workers are, at least for the first years, uiider the control of 
labour market authorities which seekJro lrie them to the jobs for which 
they i were originally engaged. Prej«|iic& and discrimination therefore 
tendj to create non-competing groups. In some countries, this kind of 
labour market control is exercised very strictly, but generally the . 
ecoi^omic pressures break it down to some degree and, as we shall see, the 
concept of noh-compet^n^ groups becomes more or less inapplicable. 

Given these circumstances it is not surprising that the employment 
of jforeigners in originally isolated pockets of low**wage industries soon 
spreads to socially undesirable jobs in other sectors of the economy. 
Yes^terday one saw a foreign cleaner in the hbtel and catering industry 
or domestic service, totiiprrow one finds him in the large and profitable 
plc^nts of manufacturing it^dustry, where higher wages are paid right across 
the board irrespective of Ithe demand conditions for different grades of 
^labour. . The - complementarity of low-skiHed/low-!*paid and highly-skilled/ 
highly^paid jobs can be found to a greater or lesser extent in every 
se^tor^f^the ecbnnfmyy And the desperate and willing target worker can 
bejevigaged on any ibb which does not require extensive vocational training 
or| intensive use of the language of the receiving country. He is ''much 
nearer to the economist^ ideal of economic tQan'v - than the indigenous . 
wojrker who finds himself less constrained in his choice of jobs. 

The extent to which this complementarity aspect of the self^feeding 
process contributes to the growth of the foreign^ work force should not 
be underestimated. .It is not. only domestic service and parts of the 
hptel and catering industry which become^ large-scale employers of 
fdreigners in this way* Probably the greater part of the foreign 
foundry workers, text il|« workers, warehousemen, workers in public services., 
bi'ic)claye£>s, and so on^ owe their immigration to the interdependence of 
dirty, heavy, low-skilled and low-paid jobs with socially more desirable 
jbbs. 



29 ' 

j B.C. Cohen and P^J* Jenner (1968), p. 55. 

I Domestic servi'^ce'^^does perhaps not belong into this category of coijjglemeh-* 
I tag^ jobs, btiS: Ml its other characteristics make it convenient to 
i include it here. V 

See the exemplificatioirr tN complementarity hypothesis for the 
i Gejwnan construction ln4U^t»y in V. Merx (1969), p. 119 et seq , and 
! from the same author ( p . 33 et seg. ; also generally ibid »t i 
i p.»»3, and concerning seasonal ' workers ♦ jLbid., p.l2»»» 

i ■. ■ : ■ ■ • V ^- ' , ■ • , • / ■ 

1 • • \ ■.. . 
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27. While /this aspect of the seXf-feeding process proceeds, employers 
In the large manufacturing firms, who also feel the draught of the 
general scarcity of labour accompanying full employment, begin to realise 
th^t foreigners are just as easily employable in mass production processes 

in f<nKiHaTy poftifSnns and that in terms of Taylor ism there is really . 

little difference between employing local peasants and foreign peasants. 
In some cases a slight re-design of the production propess may be called j 
for and skilled tasks are further subdivided into simple components which < 
can readily be taaight, to foreigners who have never before stood at an 
assembly line aiid who do not speak the language of the host country. 
Employers are also plagued by the realisation that high frequency 
repetitive jobs and, sometimes, the shift work associated with modern 
manufacturing processes are creating a kind of fatigue on the side of the 
indigenous worker which economic incentives do .not always overcome at times 
of full employment, so that indigenous workers begin to withdraw from these 
highly paid jobs as well, in smaller proportions jperhaps but still notice- 
ably. Thus, the economic pressures towards greater productivity and 
quicker amortization of^jequipment, which produce more job fragnentation 
and continuous working, also produce the type of wprk place for t-fhich 
target workers are well suited. It is generally the large firms in.- 
manufacturing which start to hire foreign 'workers of all backgrounds and 
levels of literacy and teach them in a week or two how to l:um a screw or , 
operate a lever. Often the production process is already so fragmented 
that no further redesigning is required.- the car industry being an example* • 
In other cases employers may completely. redesi<n> their production process 
to adjust it to the only kind of labour availstoie which, promises prof it- 
ability^ i.e. immigrant labour - thegwool industry in the West Riding of 
Yorkshire being a specific example. Here '?e find that the pattern of labour 
demand at the; bottom grades of semi-automated industries changes to a 
greater or lesser extent towards the skills (or lack of them) available. ' 

28, This does not necessarily mean that the overall structure of demand 

changes, i.e. the proportions between different grades of skill. . The^_ 

modern manufacturing process constantly creates new kinds of highly skilled 
tasks whifcl^ cannot be broken doWn into simple components. It is into these 
jobs that the indigenous worker moves, leaving behind the gaps at the Ipwey 
skill levels for whieh foreigners are then sought. In individual Industries 
or even in industry as a whole one might possibly find that unskilled categ- 
ries increase disproportionately, but in this case one would probably find 
that hat ive workers have moved out of manual jobs or industry altogether 
JLnto higher status jobs in administration or services. . • . 

figurep on the lehgth of vocational induction or training for foreign^ 
workers in Germany are given by U.MehrlSnder (1969), p. 30 f£. According 
to her sample of male workers still at the workplaces for which they 
were originally engaged, 61% of the construction workers from Italy, 
Greece, Spain and Turkey, had received no vocational induction whatsoever. 
In metal goods this proportion amounted to 28%, and here 32% had received 
up to one week's training, 12% up to' two weeks, and 27% four weeks and 
' ; over.' 

'^^Cf. B.G. Cohen ar . P.J. Jenn.er (1968). A similar development seems to 
have taken place in the French wool industry according to A. .Gorgeu, 
, Les facteurs d' evolution de I'emploi dans 1' Industrie du textile ■ . 

• fran9aise 1950-1969, These roneotypee, Paris 1971 (private communication 
by Jeanne Singer-Kerel to OECD, 27.7.1972). 



Cf. V. Merx (1972), p.32 et passiffl. 
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29 • It should ^Xso be borne in inirid that in Our post-industrial societies • 
it is semi-automation which predomiftateS and not full automation.. While 
both types are labour saving, the former. is certainly much less so than 
the latter. Moreover,- the rate, of decline of industrial jobs due to semi- 
automat ion is likely to be overcompehsated bv the rate of withdyaMai of 
native woricers as, well as by the prevailing rate of increase in final 
demand for goods. Under conditions of constant final demand the foreign 
work force in manufacturing industries may therefore steadily increase 
while the labour force as a whole slowly declines. With increasing demand,.- 
t^e fo^pmer trenu will accelerate and the latter will be halted or revers^. 

30 i In manufacturing industries the Oomplementarity of jobs and the adjust^ 
ability of production processes coincide to a very high degree' and the 
result ir;^^ conisentration of foreign workers in such jobs is. no surprise: 
over 20% of Switzerland's foreign workers ar^e employed in metal goods and 
over 20% in other, manufacturing industries; over one third of the foreign 
workers in both the Netherlands and Germany are employed in metal goods, and 
manufacturing industries as a whole absorb about two thirds of the foreign 
work-force in both countries. The complementarity of jobs on its own, i.e. 
without the additional factor of adaptable mass-production processes, comes 

to the fore in the construction industry: one third of tiuxembourg's foreign 1 
workers are employed in construction and the proportion is as high as a , 
quarter foip Switzerland and stood at that level in Germany during the first 
half of the sixties but it has now fallen to one sixth. 

31 • It could *e said at this stage that in economic terms there is nothing 
directly "self rfeeding" about this process and that it is the mere availability/ 
of foreign labour which makes its use more widespread via the ubiquitous 
comp^^ementarity of jobs and the selective introduction into assembly-type , 
work.v Once these possibilities are exhausted - asstlming they can be exhausted 
or run into exogenous limitations- there must come ^n end to 'labour immigration. 
Given a finite amount of demand for labour an equivalent amount of labour 
impo rt \will sat isfy^it and no further foreign workers are required. However, 

"this argumentation overlooks the fact that the consuijier demand of foreign 
workers and their social capital requirements create additional deon^d for 
labour. Ifhile wd can leave the detailed examination of this ^ aspect of the ' 
self-feeding process to later sections of this report, a few. figures might 
SMggest the order of magnitude of the effective macro-economjlc satisfaction 
of labour demand. The Dutch Central Planning Off ice estimated that an 
annual addition of foreign workers in. the region of 1% of tlje total labour 
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the analysis has been taken a step further by V. Merx (1972), p.l7 et seg ., 
who examined the extent to which foreign workers carried the expansion of ' 
manual employment in various industrial sectors, carried both expansion 
and replacement in the same sector, or carried only replacement functi<;^ns 
in stagnating. or declining sectors. ' In this part of his analysis j however, 
the notion of replacement is a formal one. For example, in sectors where ; 
foreign employmeht increased while German employment also increased (or 
where German employment declined while the sector as a whole still increased) 
the Inter^^ade replacement Of Germans by foreigners is not caught by the 
broad category "employees'*. it would be wrong, therefore,- to imply that 
no replacement process has taken place ther^. 
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See Centraal Planbureau (1972), especially tables 7, 8 and 13. See also 
V)L.R. Bbhning (1970b), note 2 p. 199, who found that the satisfaction of 
excess demand of labour relative to frictionai demand through labour 
import was vwvy small indeed. 1. ' 
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force would satisfy three fifths of this 1%. labour shortage after one year 
year (0,6,3V cumulatively after five years) if all workers were single; 
but far jProm satisfying demand it would actually create a further labour 
shortagef amounting to one quarter of the original shortage • 

sa r uhough -onjy to 0,11 % cum u lativoly aft e r five yoars) if all — 
workers were married with a family, size corresponding to the Dutch popula-; 
tion and requiring a: commensurate amount of public expenditure. If , as i 
we shall seie later, the foreign labour force tends to approach the marit^ ' 
composition of the non-migrant labour force with a married portion of 
60-70% and if about half of the married foreigners are sooner or later 
joined by their families, on^ could estimate' the real impact of demand ; 
satisfaction on the Dutch lines by equating two thirds of the labour force . 
addition of 1% with effects pertaining to single workers and one third 
with effects pertaining to family immigrait ion . This, would mean static 
terms that approximately one quarter of the original labour shortage would 
be satisfied; or, in dynamic terms that the net addition to the total labour 
force would have^to be -of the order of 4% in order to satisfy a labour 
scarcity of the Order of 1%; or in terms of i^lnal demand that an autoHo- 
pous increase in the demand for goods and services (i.e. unrelated to the 
immigration of worker? and i.ts repercussions) of |he order of 0-.?5% would 
suffi^ee to wife out the f)f feet ive*8atisfaction/)f •labour diemand. This 
does not mean thkt labour import is detrimentnl in macro^economic terms, 
it simply ^eans that the satisfaction of existing demand through import 
of labi-ur is largely illusory, i.e. to 7S% under tihe assumptions of the' 
Dutch calculation. If we may anticipate later findings in this paper 
which, show Ifhat a foreign work force of the assum'^d composition is indeed 
macro-econoinicaU^Ht>eneficial, especially in terms of comparative advantage, 
one can easily see that the sum of the private and publib .consumer effects 
' plus the beneficial production effects ten* to nullify the desired satis- 
factici of labour demand and that each foreign worker induces demand for 
pother one. In this sense economic mig??ation is truly self-feeding utttil 
interrupted by exogenous factors. > , 



32. Our reasoning may be summarised as follows. The originally localised 
import of labour * due to the structural causes and subject to the economic 
dynamics indicated - quickly extends to all sectors of the economy and turns 
out to be a generalised need lor biue-coller workers tn unskilled and s'emi- 
skilled positions. The need is neither as widespread ir comparaible white- 
collar positions, because indigehouSiWorkers are still entering tiSem regard- 
less of unfavourable wages, nor is Was easy to engage foreigners; there 
because of their language and , training limitations. Neither the ongoing 
process of automationj nor the' real hut presumeibly minute satisfaction of 
labour demand effectively risauce the need for foreign workers. 

Satisfactory statistics for the verification of this process are inot 
'available, especially as-regards its two-dimensional aspect. One must 
therefore look at one <iiir«nsion jat a time. Table 1 provides som|Qempirical 
evidence for the social job structure-cojnplemehtarity hypothesis. It 
reveals an increasir^ replacement of German workers- by unskilled and" serai* 
skilled foreigners. The male Germain blue-collar force declined by about 
5% between 1961 (when the social upgrading process had been under way for 
a number; of years) and 1968, while the structure of m&le blue-collar 



^'^ Cf.> V. Merx (1972), p. 18, and S. Bulllnger et al ..(19/2), p.8 7 et seq . 
See also M, Allefresde's report (1969), p.5i et seq . for Frisnch data. 



employment qpXy showed a drop of about 3%. During the same period, 
both the total and the Ge)?man white~collar and civil service employment 
increased by 5%, while the foreign proportion actually fell».;,,j[iore refined 
statisticsswould make;v this* replacement prpcess clearer. / 



Table 1> The .socio-economic Composition of employees over the age of 15 resident in 
Germany in June 1961 and in Autumn 1968. 





MALES 

• . ■ 


•/ 




FEMALES • 






Total 


- 

. Gerwan 


Foreign 


Total 


0 

German 


Foreign 




1^61 

\ 


1968 


1961 


1968 


1961 , 


1968 


■1961 


1968 

■ i 


1961 


1968 


1961 


1968 


Blue«*collar w. 


63. U, 


60^^ 


62.8 


58^^ 


86.8 


90 


49. 2 




49.0 


.41^'^ 


69.6 


86 


of which (=100%) 
























. Skilled' 




57 




60 . 




. 22 




6 . 




6 




4 


Semi-sk.. 




32 












47 




48 




35 


• Unskilled* 




12 




9 




38 




48 




46 




.62 


Apprentices 


6.5 


6 


6.6 


6 


2 J 


2 


7.7 


7 


7.8 


7 


5.4 




White-'collar w. 


22.0 


26^^^ 


22.3 


27b) 


10.5 


8 


40. 9 


48^> 


41.1 




24.9 


- 12 


Civil servants 


8.6 


9' 


8.3 


9 


0.0 


0 


2.2 


3 


2.2 


3 . 


0.0 


0 


Overall 


99.9 




100.0 

1 ,r, r, 1 


160^^, 


¥ 

100. a>. 


100 


100.0 


101^^ 


100.1 


100^^ 


99.9 


98 



Source: Sta'tistisches Jahrbuch fUr die Bundesrepublik Deutschland ; 
.'imtlich e Nachrich ten; Volks- lind Berufszahlung vom 6. Juni 1961 i' 
EWG, Sozi.alstatistik j and own computations 

^ ■ . 

a = decreasing absolute numbers 

b = incrgasing absolute numbers (all foreign categories experienced an 
absolute increase between 1961 and' 1968). 



The following tables provide empirical support for the occupational 
.or industrial dimension of this process, i.e* for the spreading of foreign 
employment from originally isolated pockets through the whole of the ' 
economy due to the ubiquitous existence of socially undesirable jobs and 
the adaptation of labour demand under shortage conditions in manufacturing 
industries in particulars^ Table 2a measures the* process at source, as it 
were, by examining the occttpational composition of workers recruited by 
. " . official German agencies after the first inter-country recruitment agree- 
ment had been concluded in 1956 - with Italy, in-order to satisfy a critical 
labour shortage in Bavarian apiculture. The recruited new entrants are 

IKJC 56. . 
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Table 2a! The occupational distribution of foreign workers ijecruited for 
Germany in Mediterranean countries (and of the total inflow of 
'. foreign workers), 1956-1964 





Agric.# 


Miners 


Constr. 


Prod.-Proc. 


others^ 


Total 


Number in 




xaD> 












thousands 


1956 


56.5% 


15.6% 


24.9% 


1.9% 


1.2% 


100.1% • 


10 


1957 


42.4% 


35.8% 


17.5% 


1,3% 


3.1% 


100.1% 


8 


1958 


24.4% 


26. P% 


43.2% 


2.9% 


2.9% 


100^0% 


10. 


1959 


10.4% 


7.5* 


52.3% 


1.0% 


2o. 






1960 


3.7% 


. 8.V 


34.6% 


36.2% 


16.9% 


, 100.0% 


112 


1961 


3.1% 


12.7% 








100. 0% 


156 


(61) 


(2.3%) 


(8.3%) 


(28.0%) 


(43.3%) 


(18.2%) 


(100.1%) 


(323) 


1962 


2.4% 


11.4% 


' 17.1% 


34.2% 


35.0% : 


100.1% 


156 




(1.8%) 


(6.9%) 


(23.3%) 


(41.9%) 


(26.0%) 


(99.9%) 


(358) 




2.3% 


, 12.8% ^ 


''13.9% 

< 


38.1% 


32.9% 


100.0% 


131 




(i.9%) 


(7.5%) 


(23*4%) 


(42.9%) 


.(24.3%) 


(100.0%) 


(338) 


1 QRU 


1.6% 


11.6% 


20.0% 


46.9% 


19.8% 


99.9% 


169 




(1.5%) 


(7.2%) 


(22.3%) 


(47.8%) 


(21,2%) 


(100.0%) 


(419) 




Index 1961 = 


100^ 




• 




1956 


118 


8 


. ■ 5 ■ 


0 


0 


7 




1957 


67 




2 


0 


1 


5 




195.8 


fi8 


13 


7 


1 


1 


6 




1959 


53 


9 


AO 


1 


28 


16 




1960 


34 


48 


69, 


81 


75 


71 




1961 


100 . 


100 


100 


100 


100 


.100 




(61) 


(100) 


(100) 


(100) 


(100) 


(100) 


(100) 




1962 


76 


89 


47 


^' 106 


216 


100 


\ 


(62) 


(89) 


(93) 


(92) 


(107) 


(159) 


(111) 


1963 
(^3) 


_6a - 


m- 


32 


1,00 


170 


84 




(89) 


(94) 


(87) 


(103) 


(140) 


(104) 




1964 


57 


98 


60 


Its 


132 


108 




(64) 


(86) 


(112) 


(103) 


(143) 


<151) 


(129) 





Source: Amtliche Nachrichten and supplement ( Erfahrungsberieht. ) . 

Excluding Berlin 1956-1962. The bracketed figures on the total 
number of newly entering foreigners exclude frontier workers 

a ' Service /workers and unskilled labourers not elsewhere classified 

b » Index is based on the original absolute figures 
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fairly representative for the total infXow of foreign workers. . Over half 
the total number of admitted foreigroars were recruited at the end of the 
fifties compared with about two fifths in later years. At any rate, 
table 2a shows that most foreigners were originally engaged for agri- ^ 
cultural work and only a minute proportion in either industrial or 
servic*^. work. After agriculture it was the building sector and then 
mining and quarrying which firsj: engaged* foreign workers, and finally 
foreign employment found its way into manufacturing and services.'- The 
service figures are certainJLy inflated by a rather large number of un- 
skilled labourers who would presumably have to be distributed propor- 
tionately over all sectors. 

Table 2b measures the process as a derivative by looking at the 
occupational and industrial distribution of Employed foreigners in 
Gennany. The cpmparison is not invalidated by the change of the 
classification system, because the categories l)ave been made comparable 
as far as possible; becviuse the dispersion of agricultural workers,' 
miners and quarrymen^ arid construction workers over other sectors than 
their own is vex^y smalli and because the broad categories eliminate some 
of the possible* distortions* 'Hate the development is seemingly not as 
dramatic during the early years ; but this is due largely to the exist- 
ence of a stock of foreign workers, mainly of Dutch and Austrian frontier 
workers, whp had been there long before laboUr shortages became acute 
and partly *or historical or personal reasons. They were predominantly 
employed in manufacturing and services. When the deliberate engagement 
of fori>igners:Cvvr(Bnenced, first agriculture, then construction and mining 
and quarryiDj increased their share of the total while manufacturing 
temporarily lost its doidttant position until the deliberate employment 



of foreign workers; ^Isd spread Into this sector at^^the turn of the decade* 
InterMnduot:.'ial m^^>ility /^I,^o played a role here. Ten years after 
Germanyshad starti^a to '> r foreigners to work in agriculture, the 
foreign ISkbour force ti^fv ^ *Upsed by the much larger secondary 

and terf i^I»J^-oectorsV rt/ vLf, in agriculture were of course 

still needed: 1970 about tu . i.oer 6f foreigners were recruited 

for declining agriculture as in ll);'^, i.e. S,8O0, and the absolute number 
of employed foreigner e^was still rising as the index shows i but while in 
195$ almost all recruited foreigners had been destined for agriculture, 
the share ft^ sunk to 2% in. 1970> : ; 

39 

For data onN^witzerlahd, see e.g. T. Keller (1963), p. 351, and D. Maillat 
(1972b), p.lk both of whom indicate the ihtra-industrial replacement of 
Swiss workers in low wage industries by foreigners. For Britain, see 
K. Jone.^ and ^iXsmith (1970), pp.56 et seg . and 73 et seq ^ Their 
method of measuring minijnises the real differentials and theit* surprise 
at finding a scaling effect is partly determined by one-dimensional data ; 
(industrial and occupational) and partly by looking at a situation where 
for^gn-employment-4^€i[(^--aAready^ t he econo m y. — 

R* ?raun (1970), p. 53 eVseq . , gives some interesting figures on the 
inter-sectoral mobility df Italians in Switzerland. For example, 8.5%- 
of hi\% sample first worke«i\in agriculture but only 0^% wore employed 
there at the time of the inVerview* 

In Switzerland a similar development can be seen in domestic service 
which was one of the original sectors of foreign employment. In 1950 and 
in 1960, 30,000 foreigners were wc^rking there with a limited permit, and . 
25,000 in 1970* The latter yearns figure would prbbably reach 30,000 
if both foreigners subject to control and established foreigners with 
unlimited residence permits could be accounted for. 
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Table 2b: The occupational/ industrial distribution of" the foreign 
/ workforce in Germany, 1956-61, 1966 and 1970 



I 


Agric, 
lab. 


Minars 
& Quarnn. 


Constr. 
workers 


Prod.-Proc. 
workers . 


Service 
workers 


Total 


Number in 
thousands 


1956 


5.9% 


9.0% / 


12.7% 


., 42.6% 


29.8% 


100.0% 


88 


1957 


7.5^ 


11.0% 


12.2% 


38. 3% 


30. 9^ 


99.9% 


105. 


1958 


5.7% 


13.5% 


m.3% 


36.4% 


30.1% 


100. 0% 


123 


1959 


4.7% 


10.5% 


21.9% 


38.7% 


All oCL 

24.3% 


100.0% 


163 




Agric, 


Ming. 


Constr. 


Manuf . 


Services 




1960 


3.1% 


7.8% 


25.6% 


45.2% 


18.3% 


100.0% 


279 . 


1961 


1.9% 


7.3% 


23.3% 


51.0% 


16.5% 


100.0% 


549 < 


,1966 


!•!% 


4.7% 


18.2% 


59. VV 


16.2% . 


99.9% 


1,313 


1970 


0.9% 


3.3% 


16.7% 


.62.7% 


16.4% 


100.0% 


1,949 




Index 1961 s 100^ j 




1956 


50 


20 


9 


13 


i29 ■ 


16 




1957 


76 


. 29 


■ 10 


14 


36 


19 




1958 


67 


42 


14 


16 


41 


22 




1959 


74 


43 


28 


23 


44. . 


30 




1960 


. 83 . 


55 


56 


45 


.57 


51 , 


■r 


1961 


i 100 


100 


100 . 


100 


100 


100 




1966 , 


144 


,1^5 


187 


280 , 


236 


239 




1970 


175 


, . 161 


' , 254 


436 


' 353 


355 





/ ■ •• . ■ . . . 

Source: Amtliche Nachrichten , and supplement ( Erf ahrUngsberich t ) 
Excluding Berlin 1956-1959 



' ■ ■ ■ ■ • ■ . ■ 

a = Mid-year data for 1956-60; end of September data for 1961, 

1966 arid 1970 " 
b Index is based on the original absolute figures 



36 « A similar picture could be painted for the rexativd.ly small mining 
and building sectors, and in order to take the structural development of 
the economy into account table 2p shows the share of foreign workers in 
the number of employees (i.e. excluding self-employed and family work^ers) 
in each sector* . Data for the crucial early years and a more detailed 
breakdown are unfortunately not .available, and the index minimises the 
changes that occur. Nevertheless, this table indicates the strength of 
the replacement effect still obtaining in agriculture and construction 
over ten years after foreigners were first employed there* It also 
indicates the pronounced spreading of foreign employment into, industry 
compared with services. ' . ^ 
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Table 2c: The share of the foreign workforce in the total number of 
employees, by economic sector 1961, 1966 and 1970 





Agric 


Ming. ■ 
a Quarrg, 


Constr. 


Manuf . 


Services 


Total 


1961 


1.8% 


2,6% 


7.1% 


3.3% 


1.1% . 


. 2.6% 


1966 , ' 


1.2% 


t*.5%. 


12.0% 


8.6% 


2,3% 


6.0% ' 


1970 


6.H% 


SM 


16.9% 


12.6% 


3.3% 


8,7% 




Index: 


percent point increase 


on previous year 




1966 


+2.4 • 


+1.9 . 


„ .... 
+t*.9 / 


+5.3 


+1,2 


+3.4 


1970 


+2»2' 


+o;9 


+4.9 


+4.0 . 


+1.0 


+2.7 



Source: V* Merx (1972), Appendix 5 t^ble A19 

Total labour force data s gnnual average i foreign work- force 
data = at end of September each year* 
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(b) The Sociology of Sielf -Feeding Migration 

57 ♦ The economic side of the self-feeding, process relates to the empioyment 
effects of 9 foreign work force • The sociological side relates to the 
individual and social causes of this development* Specifically > it relates 
to the dynamics of the migratory process or what we call the ^'maturing** of 
migration streams. This represents ah autonomous factor which is not 
directly related to the original reasons for importing labour. Its * 
momentum can uphold the growth of the foreign workforce even when the . 
purposive engagement of foreign workers has been curtailed politicall^y or 
ended temporarily during a recession. 

58 • Migration is in essence a socia! process. A migrant decides to . 
l*iave one social cont-^Jtt for another on the basis of a hierarchically:.' 
ordered set of values. In the case of economic migrants the sociof 
economic deprivations at home are gene:?ally a sufficient/ (though not^^#^^^^ 
necessary) condition of hir» out-raigration. In the case of' . contempbrary 
target worker migration in Europe tit. is typically people ft!bm culturally 
distant backgrounds who set out to participate temporarily in a high wage 
industrialized economy with the, intention of spending as little of their 
earnings as possible in order to return home and start a new life with ; 
sizeable savings. Jtowever, with the industrialized economy goes an 
urbanized consumer society t and they form a social totality which the 
migrant cannot escape. Unknowingly he sets out to undergo what tends 
to be a cpmplete secondary socialisation at this age of 50 or 30. Some / 
are unable to copie with the initially overpbwering difficulties and return 
home within a matter of weeks or months. But most absorb at least super- 
ficially some of the norms and values of the host society within a year 
or two, that is, 1 the norms and values 6f a consumer society. After about ^ 
one yearns employment most target workers realize that a short-term partici'- 
pation in a high-wage economy does not once and for all eliminate their 
deprivations back home, however spartan their conduct in the country of 
employment. So they decide to extend their stay abroad in the expectation 
of really amassing 'the savings they have been hoping* for and then returning 
home. By this time, however, a polyannual migrant has become subject to 
new deprivations, namely thoSe of, the lower. working class, in th^ receiving 
country. Some of these deprivations are entirely pew in the sense that 
he has never experienced them before he came in contact with a consumer 
society (e.g# the wish for such indispensable" consumer goods as tape 
recorders, record players, cameras, TV's, etc., conjured up by the news 
media and advertising)* Others are simply the extension or transference 
of deprivations he experienced at home to his new environment (as in the 
case of housing and schooling)* 

59 • The polyannual migrant, then, is constantly torn between wanting to 
— overcome-his-new-d epr i v a t ions-^ d r e tu ming-Jaom e to a s ocial^ontext^i 



h6 must feel the old deprivations even more deeply than when he left* The 
result is that again and again h6 extends his stay abroad, or^he re-emigrates 
repeatedly after returning home fo(r a short while* Finally this process 
tends to induce the settlement of significant proportion/of. target 
workers in thc^ receiving coun .iy: thja migrant be6toe& the 
migration strr ^rtaturesi the difference ^etween target work 
and settlement luigrat ion becomes obscure*/ > / 



Looking at this prpcess in more/detail, me QBxy-^iffJte^^ 
analytically between -four stages of maturity* || I<kikl-^typically these 
stagey refer to the development* betwcien a receij^^ couijitry and one send?- 
ing country* While this is ^difficult eripugh td disentangle empirically, 
it is hopelessly Intertwined for the (foreign labour for{:e as a whole if 
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this comprises various nationalities whose immigration has commenced at 
different points of timet Fortunately neither the first nor the second 
stage usually extends over more than one business cycle so that migration 
.streams quickly reach the crucial and much longer third stage.* The sub- 
sequent tapping of new labour sources then beicomes comparatively unimpor- 
tant relative to the dominance of the third stage in the/total foreign 
work force. Bilateral situations are possibly reinfor'ced by the so- . 
called ^'chain migration", i.e. where a fcfther is followed four or five 
years later by his adult sons or former workmates jor friends from the 
same vil|lage and finally whole villages are thus tli^ansplanted into the 
host country. However, qhaih migration, though in many aspect? resembling 
the concept of maturity, is basically related to stnall and tightly knit 
communities. In the increasing atotnizat ion and anonymity of tradi- 
tional life styles, particularly in towns and cities, it takes second 
place to the nation-wide maturing of migration streams. . ^ 

^1 • In the first stage > young single workers, usually male^ (depending ori 
the social system at. origin and the type of labour demand at destination) 
form the bulk of the initially very small number of migrants. Young and 
single workers tend to predonjinatie in the early phases of migration because 
they are less constrained in deciding whether or not to go abroad and how . 
long to stay there. These early migrants come from the more developed 
areas of the sending country, i.e. the bigger towns with their more • 
extensive networks of internal and international communication* Here the 
foreign employment' opportunities become known first and here the migrants' 
reports are first relayed/ As the first small batch of migrants originates 
from the more developed part of the sending country, it tends to comprise 
a considerably higher level 6f / skills and more industrial skills than the 
non-migrant population as a whole. This tendency is reinforced by the 
receiving coMntry's desire to select only the most suitable workers ("creaming 
off" effect). As these first migrants come into a country which has only 
just started to import labour, their duration bf stay is likely to be very 
short, partly because tjje migration hgs not yet matured and partly because 
the first immigrants are likely to be employed in the most marginal positions. 
The ratio of (temporarily or permanently) returning workers to the size of 
the foreign work. force is a function of the interrelationship between the 
state of labour demand in the receiving country and the original short-term 
time span envisaged by' the migrants* It tends to be very high.-. 

42 • In the second stag e the migration stream ages slightly. Its sex 
composition remains basically unchanged, but its composition in terms of, 
marital status resembles more that of the non^migrant population (except 
that married workers are not accompanied by spouse and children)* 
Duration of stay increases slightly but perceptibly as both single and 
married workers teiid to extend their stayi the rate of return decreases 
accordingly* . , . ^ ^..^ 

^3.- Looking at the second phase frqm the viewpoint of the sending country 
on e can discern the foll owing development. In letters and when the fir s;^ 

""migrants return home, they talk in glowing t»rms to friends and neighbours 
about their experience - to do otherwise would imply that their migration 
was a failure - theri ^(leWspapers and radios carry reports, and more and morie 
people in the area whez^e the migration started and in neighbouring areas 
hear about the apparently, easy way of earning unheard of Wages. In the 
area of drigihai migration it is the hitherto hesitant married worker who 
now joins the stream: on his own and with the intention of returning home 
to wife and children as soon as possible. (Being on average slightly older 
than single workers this is iituhediately reflected in the "ageing" of the 
foreign work force*) In the new kreas to which the message has spread it 
is again the , single worker who predominates in v;hat is for this new catchment 
ex'ea the first phase. 
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^1-4 • In the third st age the receiving countx^ experience^ a continuation 
of the ageing of the migration stream and a change in the sex composition 
in favour of the originally under-represented sex, as married workers 
send for their spouses. During this stage the hitherto stable ratio of 
economically active to inactive immigrants begins to fall: not so much 
because the wives or husbands- of married workers are inactive - they arie 
largely taking up employ;.>^5nt themselves - but because younger children 
join their parents abroad. Duration of stay'increase.s"'' further > especially 
for families, and the ratf of return decreaiies considerably. 

^5* During the third stance the married migrant who left the area of 
original emigration during the second stage begins to realise that he has * 
acquired a nev/ set of deprivations without losing the old onet Sayings 
accumulate at a much slower pace than expected. In the receiving country 
he finds himself at the bottom of the socio-economic ladder in conditions 
he would not have wished upon himself but which the circumstances force 
him to accept. He also has the very human desire to be united again 
with his family. Back home his wife is using up themoney he sends her 
almost 'as quickly as it comes in for the basic necessities of. life and 
possibly for paying back some old debt. To return home now after only 
one year' or so would mean that his emigration was unsuccessful - and was 
seen to be unsuccessful - in terms ^f his overriding goal of earning a 
suffi'- ent amount of money to start his life anew. Thus, he is. most 
likely to come to that typically lower working class conclusion that* if 
he wantis. to improve his lot, he will have to send his wife and older 
children out to work, which means sending for them to come and work with 
him in the receiving country. He might deceive himself and his family 
that all he needs is more time and more hands to fearn the money while 
cutting down on the living .costs of two separate households. Unwittingly, 
however, he has taken a decisive step towards becoming a long-terw settler 
in the receiving country, especially if his younger children go to school 
there and are fortunate enough to be able to profit from it. Thus, some 
ySars after the migration commenced - and the speed of this development 
depends of course on the intensity of and the variations in the demand for: 
labour in the receiving country as well as the social' and political 



R. iBr^aun (1970), p. 482, found that 80% of the Italians who came to 
Switzerland. because of higher wages were disappointed by their actual 
earnings. . : 

In Germany, for example, two thirds or more of the foreign wives who 
are living with t^eir husbands there arc themselves economically 

^oti;^;e-^at-4^his--stage-of^atu ri^^ propor t ion o f 

the married German women). Cf. W.R. BBhning (1970a)) p. 18 et seq . 
E. Zieris (1971X p30 et seq . Incidentally, however hostile tHe 
immigration regulations are towards family reunion, a determined 
migrant will not be put off by them and will try to satisfy all the 
provisos t legally if possible, illegally if necessary. Also* in 
a liberal capitalist society the inhuman regulations hindering 
family reunion are' coming undeir increasing pressure from enlightened 
national and international opinion as well as from employers, who 
find that their foreign workers stay longer and are foetter workers ^ 
that is, more profitable - when they are reunited with their * ' 

families. 
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constraints in the sending country - there is a wave of family reunion from 
the. original catchm<^nt area. Sooner or Igter th^ majority of' married 
migrant^ will be joined by their families^ \ 

During this third overall stage the areas from which new migrants 
were first drawn during the. seqond overall stage now\ experience their 
second phase of maturing, '•^•e» married workers leave ^rom there without 
spouse, etc. At the same t^ime the remaininjg areas of the sending country 
who . had' hitherto not participated in this migration sti^eam will be drawn 
into its ambit as the message ^Z'^^^ into these more backward and less 
accessible parts of the country For them the development repeats 
itself by starting with young sing;le workers, and so on.\ This new and 
additional part of the migration stream depresses its skill level further 
and changes its composition more towards the kind of occupations prevalent 
in the backward areas. But it can still be seen that the Will level of ' 
the* migrant population is on balance '^igher than that of thd non-migrant 
population. 

^7* Up. to the. beginning of the third stage the migratory prpcess is not 
self* feeding in the^sense that the inflow of migrants wer^ not related to 
the original economic cause of the immigration. At about this stage, 
which roughly coincides with the time when the economic sidei of the self- 
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For empirical evidence on marital status and family reunion see for , 
Germany W.R, Btthning (1972b), table U-3 p;65, and, for Switzerland R. Br auft 
(1970), pp. 42-3 and 270-1 J In both countries about two thirds of the 
Italians were married* In Germany the latest figures point to a degree 
of family reunion of over 60% with about half of the remainder desiring 
future reunion' in the host country. Braun found in the slightly more 
matured stream in mid-19!6U that 85% of the families were together 
^over two .fifths of the remainder desirous of future reunion in Switzerland. 
Braun (1970), pp>79, et seq ., U73 table x/li+,and .488 table x/19, provides 
figures on .the extension of the originally short-term time 'horizon of 
Italians. His questions also discovered that half the Italians had 
no fixed time horizon when they left their home- country. The increas- 
ing duration of stay for Germany is summarised in W.R. BBhning (197'2b)\ 
table if-U. p.67, and the. same table gives data on ^^agBing^S the changing 
sex composition, and the rate of return. For French ddt a see Ministere 
du Travail, de l^Emploi et de la Population (1971). There is also a 
wealth of circumstantial evidence in the reports for the OECD Working 
.Party on Migration^ especially in the reports by M. Roux and 1* Baucic 
oh Yugoslavia, by S. Reinwihs on Sweden and by M. Allefresde on Finnish 
migration to Sweden. 

For German data gee W.R. BBhning (1972a)> table 6 p.l9^ and table 7 p. 195. 
Whether or not the migration stream from any single country finally comes 
' to be dominated by the flows from the more backward areas depends on the 
size of those areas relative to the intermediate and more developed areas. 
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The change in geographical origin is documented for Italians in 
Switzerland in R. Braun (1970), table II A p. 39 (although his 
explanation is somewhat questionable) 
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feeding process has worked its way through the economy, tl^e swollen number 
of immigrants generates a significant consumer demand, esp^ecially in terms 
of non-durables but increasingly in durables as well. As. this, is a very 
gradual process and the net addition to total consumer demand' in any one 
year is likely be relatively small, it should not be equated v^th a 
proportionate, widening of consumer goods capacity. In eff6ct, tne net 
addition to consumer demand may be smaljLer than the productivity gains 
in consumer industries. To take a hypothetical' e/ample. If the n'>t 
inflow of migrants amounts to 250,000 persons and if 5%, of them buj^ a • 
car during their first year of immigration (a second hand cap probably \ 
but ' assuming it wete a new car. or that all second hand cars need to \ 
be rtplaetd by neW cars), the output of cars would. have to be raised by 
0.5% if a production level of 2.5 million' cars were assumed. Assuming \ 
further that dux'ing any subsequent year lt)% of this stock of 250,000 
migrants buy a car, the additional output required due to this wave of \' 
immigration would be 1% p. a. (or less depending on whether the rate of \ 
grovrth of car output outstrips the rate of growth of inunigrant car demand), 
In other worlds, every given stock of migrants constantly adds a certain 
amount of consumer demand to that of the indigenbus population. " At a _ , 
stock of 2.5 million the immigrant-induced car output would be in the ^ j _ 
region of 10% p. a. (ceteris paribus) . Whether, or not the output requirec^ 
to satisfy immigrant demand is comparatively small and met through capitalj 
deepening or large and met through capital widening, in either case we , 
.hive direct or indirect employment effects both in the consumer goods 
• industries (and therefore in, the capital goods industries as well) and in 
the distributive services. ' Over the years, then, a small and possibly / 
' growing proportion of the immigrant labour will have to be employed for 
the production of goods c\nd services for the immigrant population itself * 

^8. Furthermore, during the third stage of maturity the increased 
immigrant population exhibits significant infra-structural requirements 
in 'terms of housing, schooling, social care, administration, etc., especially 
through the immigration of wives and children and regardless of ^whether or^ 
not they are themselves economically active. Again the additional demand 
is comparatively small in a time perspective when related to the growing 
demand of the indigenous population and may be met to some extent by spare 
capacity or more intensive use of existing capacity. But directly or 
indirectly the provision of immigrant-induced infrastructure will create 
additional demand for labour which, in turn, means additional import of 
labour. Whether or not the additional labotir demand deriving from the 
consumer expenditure of immigrants is larger than that deriving from their 
social capital requii'ements is an empirical, not a theoretical question. 
It is likely, though^, that most of the additional consumer demand is met 
out of higher productivity and leads only to a small employment effect 
relative to. the additional infra-structural demand which mainly involves 
capital in the low productivity/labour intensive sector. 

^9. rlnally) in the fovtfth^^s^^ of mat urity the incr easing length of stay 
and the high degree of family reunion lead to an enlargement of the immigrant 
population through the appearance of ethnic employers, secular and religious 
leaders, etc., either directly (immigration) or indirectly (natural develop- 
ment of the immigrant population). As the psychological comfort afforded 
by the company of their fellow countrymen , leads immigrant workers and 
families to settle in groups and "colonies", there slowly arises a demand 
for ethnic shops, schools, churches, etc. Each of these ethnic institu- 
tions - even if they are fortftally integrated into the host society as in 
the case of schooling - will subsequently be staffed predominantly by 
ethnic workers. This entails additional immigration in terms of both 
active and inactive persons, thereby reinforcing the consumer and social 
capital effects of the original immijgration. The employment/labour import 
effect is likely to be smaller than the one deriving from the swelling of 
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th0 immigrant population ai>d from the reunion of families, but it is by 
no means negligible. This development pr^supposes a .certain umber of 
ethnic immigrants in a given area. The threshold for the major European 
post- industrial societies seems to lie beti^een 100,000 and 200,000 ethnic 
imjnigrants. 

50. The fourth istage, however, is subject to rocial unrest on the part 
of the indigenous population and to political intferventibn by the decision 
makers and may therefore be abruptly curtailed. Political intervention 
goirig beyond the customary labour market control is generally absent 
during the first two stages because the politicians are secure in their .. 
belief that the issues involved do not arise - until they suddenly come 
into the open during the third stage of mai:urily, 

: It is worthwhile to consider briefly some of the implications for 
the return movement of target workers deri^'ing from this four-stage model 
of maturity. ■ Sociological theory suggestji, ai.d available statistics 
suppoipt this hypothesis, that migrants with a higher pre-migration 
level of education and/or occupation tend to adjust to the host society 
/more Quickly, easily and successfully., Once enmesned in the demands 
and rewards of a consumer society, they terjd to prolong their stay more 
often arid more permanently than their less [fortunate colleagues. One 
can expect j; therefore, a disproportionate rjumber of the more educated and 
skilled migrants, especially from the devel^oped parts of the sending ' 
country, to settle in the receiving country, regardless of whether they 
were married prior to migration. ' , 

52. A second independent variable! of equal importance is marital status. 
The married migrant who asks his wife and children to join him in the 
receiving country tends to become a permanent settler. With his family 
he is able to overcome further adjustment problems more easily and may be 
able to climb the first rungs of the, socio-economic ladder. If his child- 
ren manage to participate successfully in the receiving country's schools, 
the stagnant economic and social climate in his place of origin becomes 
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For Switzerland see R. Braun (1970), pp. Isa, .491 et passim , and 
H.M. Hagmann et al . (1971), P»93 et seq. For Germany, W.R. BtJhning 
(1972a). 

early 1970 Marplan (1970) surveyed Italians, Greeks, Spaniards, 
^slavs and Turks in Germany. Of those who were staying without 
thea^ family, 40% had iseen there fbr less than one year, 42% for 2-5 
yearsi^ and^ 1 8% for o ver five y ears . _ jOf th ose wh o ha d their famil ies 
T?ith-th^T"the~filures were it>%7TfI%~and'^^ respecTiveIy\ As regards 



the envisaged further length of stay, 10% of those without family 
wanted toXtay one year or longer, 42% 2-4 years or longer and 37% five 
years or longer. On the side of those with families, the figures were 
5%, 27% and 50% respectively. In France it was found that of all "lale 
migrarit workers who had entered the country during the inter-cerisus 
period 1962*68, 41% had returned. A similar proportion (39%), charac- 
terised the total group of married migrants, but here practically none 
of the married men with wives had left France (0.6%) while 60% of the 
married men who had left their wives at home did in fact return 
(temporarily perhaps). For Switzerland see R. Braun (1970), p. 60. 
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leas and less attractive relative to the grow3.ng prospects in his new 
.environment. The skiiled married migrant, therefore, is the most certain 
\,lQ!ig-term stayer. On the other hand, migrants from the least developed 
parts of the sending country, especially if they are unmarried, tend to be 
the least successful short-term stayers. Overall, these factors manifest 
themselves in the fact that the longer a migrant has stayed in the ](»|ceiving 
country, the more likely he is to. stay everi"longer, and y ice. versa. 

■ • . ■ • ... ■ . . / ■ ■ ■ • 



t;fT~V .-Mery^'Verraaf 3analy3e^*^(ira72 ) , p , 156 e r wq 7~~ltr-Braq!rtM7Q>7- 
p,535 et passim , gives a more detailed and sociologically founded 
explanation, which finds the cruciial break with the idea of temporary 
immigration occuring after six years abroad. See a..so B. Kayser (1972), 
especially p. 21. 
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III ECONOMIC EFFECTS; Theory and Pi^actice 

53 ♦ Having described the structural causes and the' dynamic development 
of polyannual immigrations in post-^iildustrial societies, we can now enquire 
into the specific effects of this development on the macro-economic para- 
meters without unduly restrictive or unreal assumptions. As the foreign 
labour forces in the major receiving countries of Europe are overwhelmingly 
in the third' stage of maturity, even though not all individual migration 
streatns have reached that stage, we can concentrate on the effects per** 
.taining to this stage and need only exemplify the effects pertaining to 
the first two stages if necessary* ; 

54* A few general remarks are in order here. Irftmigrant populations ' . 
are commonly characterised by higher activity rates than the native popula- 
tion. ETnployn?ent is the reason for immigration, and wives and children 
exhibit high labour force participation because of their subproletarian 
situation. The. fact that a sizeable r»inority of the i„wj?ried workers have 
left their dependants behind also pushes up the activity r<ste. This mean6 
that there age more producers relative to consumers than in the native ^ 
population. 

55* Inmiigrant wprkers are youhg and able-bodie^l^. Some importing .countries 
weed out up to 10% of the prospective migrants on medical gijounds. The 
exir;;:i(>g cxt^^mal turnover helps to maintain chis favourable composition * 
despicr. the natural ageing of the long:-tertn stayers. 

56. In their desire to earn money quickly, itnmigrants tend to be keen on 
overtime, thus permitting employers to cope with erratic demand conditions* 
In some cases, this prospect may not particularly delight the indigenous 
worker whose hands are also required for overtime work ( complementarity ^ of 

' jobs) and who has grown less dependent on the bonus of overtime earnings. 

57. These personal factors, however, have as such no beneficial or 
detrimental macro-economic effects - in the. same sense as illiteracy or 
lack of skills have as such no macro-economic effects. Foreign ^workers 

. are put to work not because of their personal properties but because in 
in the view of the employer they fill a work plgce adequately for the 
profitable maintenance of a production process. 
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See e.g. Landeshauptstadt MUnchen <1972), pp.85'*6, and K. Jones ^d 
A> Smith (1970), p. 31 et se<^^ 
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As the Chairman of the Committee for Foreign Workers of the Netherlands 

Employers* Organisation expressed it: we-**woul.d be in the red\if we 

did not have those foreign.* workers!*. J. Barentsss (1972), p^S.B. 

Incidentally, at the micro-economic level it is not necessary that ' 

evfnry work place on which a foreigner is engaged shows a prof it as long 

as the complex of jobs contributing to a final product (or the balance 

sheet) remains profitable. See also P.B. Doeringer and M.J^ Piore 

(1971), pp*89-90. , . ' ^ 



68 



58. In this context it would be false and misleading to argue that the 
mass-import of low- skilled workers, depresses the skill level and/or the. 
productivity potential of a labour force and that this would be detrimental 
economically. Firstly, the replacement of indigenbus low-skilled workers 
by foreign low-skilled workers does not change the proportion of low-skilled 
workers itself. Secondly, the argument mistakes cause for effect:^ it 
is not the immigration which determines the relative proportions of skill 
grades, but the latter (^hich determine the volume of the former (at loast 
until a country is well into the fourth stage qf maturity). The German- 
Turkish example is relev^t here (see above fn.ll) as well as the Swiss 
experience of the early sixties, when unskilled Southern Italians had to 
be iipported after more highly skilled Northerriers had become scarce and 53, 
when this caused a switch in investment policy towards capital deepening. ; 
Besides, employers have generally found that the work perforig|nce of • 
foreign workers is as good as that of the indigenous worker. If the ^ ; 
micro-economic decisions of an employer as determined by market forces in 
a capitalist structure are the constitutive .el emen^t of our economic systems 
and if he decides to employ a certain number of people in low-skilled jobs, 
then it is an irrelevant and pious hope 'to argue that he should employ *ore 
workers in skilled positions. --^ / 
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Cf. above p.l3-4. It is not surprising therefore that the structural 
-aecIi"iirT>-f TOTgki±t5d-iDbs-T>ro6eeds^ven-with-heavy^ 
For German figures see Materialien • « . . (}970> 
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Cf. E. Tuchtfeldt (1965), p,645/,6 

See e.g. S. Balke (1966), p. 172, and E.G. Cohen and P.J. Jeflner (1968), 
p. '52. • 
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(a) Employment and Unemployment 

55 

59 • The import o.' 'nbour presuppcses a demand for it • Labour import . 
crnnot, therefor/; .ase unemployment. But labour import may ^evy well 
worsen the comp;.xCive situation for some sections of the indigenous work 
force. "Competition'' as understood here does pot refer to the artifact 
of unemployment situations but to the totality of active workers who are, 
at least potentially, always jockeying for new positipns, everl^^lf --fehey 
are not currently unemployed. In other words, cotnpetition is given a ^] 
substantive rather than a formal meaning. Were it otl^erwise^ most of 
the discussion could be dismissed as irrelevant under conditions of full 
employment. 

60* Moreover > the discussion cannot be spared by defining the foreign 
and the native work force as non-competing gx^oups with reference to either 
sooio'- economic or legal reasons. Socio-economically, the replacement of 
indigenous by foreign workers in socially undesirable jobs can never be 
complete, so that there will always be large sections of the in^^gehous 
work force in .a situation of direct competition (substitution). 
Legally, the control of the foreign labour force affects only that portion 
which due to its recent immigration is still subject to control. The 
long-term stayers arc generally free to change jobs. But |)yen those 
subject to control do exhibit a high degree of job mobility which the 
authorities are either unable or unwilling to prevent completely - and 
in many cases they have sound economic reasons on their side. That is to 
say, while the concept of non-competing groups may be illuminative in various 
instances on grounds of either social or institutional discrimination or both, 
it is of insufficient explanatory power to be of general use. We estimate 
that the degree of competition between national and foreign blue-collar 
workers is somewhere in the middle of that obtaining between national workers 
on the one side and national and foreign workers according to the non- 
competing notiongg Table 3a attempts to give qualitative expression to 
these estimates. 

61 • The subsequent tables try to quantify what proportion of the indigenous 
blUe-collar workers may be in a competitive situiation relative to foreigners 
under hypothetical dispersions of both work forces across the three main 
skill grades and hypothetical shai-^es of the foreign in the total work force. 
The composition of both the foreign and the native forces approximates those 
given for male workers in table 1 (above p. m). Table 3b shows, for example » 
that with a foreign work force comprising 5% of the total, 2% of the total 
will consist of unskilled foreigners. Table 3c indicates that another 9.5% 
of the total will consist of unskilled indigenous workers. Table 3d 
expresses the degre(sj of direct competition suggested by the preceding tables 
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See above p. 3. 

Cf . tabl<! 1* above p.m. 

Cf, ..ootnote 40 above and footnote 63 below. Th6 1968 survey of the 
Buridesanstalt fUr Ar^biit {Amtlich.\Nachrichten supplement of 28 August 
' 1970) found that the great majority of foreigners had already changed 
jobs at a time when scarcely anybody was entitled to do so without 
special pertnission. 

This is a modified version of Collar^*s conjectured elasticities of 
substitution, .<iee D. Collax'd (1970), p. 78. 
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Table 3a; • Degree of comjpetition between foreign and indigenous blue-collar 
workers 
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Table 3b: 



The relative v;eight of foreign" workers in the three grades of 
the total blue-collar/ force . 



Assumed 
Composition 
of foreign 
work force 



' Weight in grades of blue-collar employment 
; under hypothetical shares in the total 
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Table 3c: The relative weight of indigenous workers in the three grades 
of the total blue-collar force given the share absorbed by 
foreigners according to table 3b 
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Table 3d: The rate of potential competition between the same grades of 

foreign and national blue-collar workers given varying degrees 
of foreign employment 
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as a ratie. Taking the sar;.a example; thjsre are almost five nationals to a 
single foreigner in a very highly competitive situation ("very high'' ^ 
according to table 3a). To this couM be added an equally large semi- 
skilled foreign force plus a skilled/foreign force of half that size which 
are in" a very highly competitive si^datio- relative to unskilW nationals 
(not shown in table 3d, but see table 3a), so that it could belaid that 
every other national unskilled worker is under vfery high competitive 
pressure from the whole of the foi?eign work force (1.9 to 1). The indi- 
genous semi-skilled are in a highly competitive situation with foreign 
semi-skilled at the rate of fourteen to one; Indirectly they also fa.ce- a 
medium degree of competition fii-om the sizeable unskilled foreign^-^orce. 
The indigenous skilled face little more than a mediuMegrSe of competi- 
tion from skilled foreigners (at the ra^.o^fiftV-seven. to one. And ao 
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^2. When the economic tide turns from full employment to unemployment, 
we are likely to find a -iuxtaposition between macro-economically desirable 
effects and undesirable effects f6r indigenous groups subject to very high 
or high competition. For example, where the institutional enforcement or 
the practice of the ''last hired - first fired" pr»inciple (which Would seem 
to apply to a disproportionate number of immigrants) are not strong enough, 
the employer may well decide to keep a hardworking and able-bodied foreign 

. worker in preference to a lax or di bled indigenous worker. The socially 
and physically handicapped are theretore the likely losers. Or tae employer 
may be able to hire an undemanding foreign worKer who is happy to accept a 
iob at the given wage where an indigenous worker would decline the offer m 
the expectation that the economy will soon return to full employment and 
that he will again. fin^ a job Vith appropriate status and pay. Such, it 
seems, was the situation during the German recession of 1967. 

63. In general a recession reduces the\ inflow of foreign workers to a 
trickle and increases the usual return movement by a structural component, 
by many of the "first fired", and by a number of disappointed target wor^^rs 
(dismayed by loss of overtime, by short time, or fearful of unemployment. 
The structural component refers to the fact that unskilled and semi-skilled 
jobs are of course hit harder by any recession than skilled or administra- 
tive jobs. Even if the employer's dismissal policy were executed without 
regard to nationality (and this seems to hole true in a great number of 
cases) and unskilled and semi-skilled foreign and indigenous workers became 
redundant in equal lumbers , it would still involve a far greater proportion 
of foreign than of indigenous workers. The..3truct^^^^^ component algne 
leads to a smaUer degree of unemployment among indige nous workers than 
uAniri hft the case" if labour had not been imported . On the other hand, 
even a sever^ ' recession does not put an end to the employment of unskilled 
or semi-skilled workers. A considerable number, certainly the majority of 
the jobs in which foreigners are engaged will therefore not be affected 
by unemployment. In effect, a few foreigners may continue to be imported 
for less affected sectors or for the replacement of returning foreigners 
whose jobs are not sought after by the indigenous population. ^j;^ situa- 
tion where disproportionate numbers of target workers become redundant, it 



See also B. Kayser (1972), and V. Merx (1972), p. 93 et_se£L- 
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can generally be seen that many if not most of them leave^the receiving 
country, at least temporarily (**export of unemployment") , Thus,, we 
have the usual return movement plus the return movement of some of the 
'unemployed plus the return movement, of disappointed target workers - 
together they mpst certainly turn the migration> balance and relieve the 
competitive situation for indigenous workers. While the unemployment 
rate of the de<>reased foreign force tends to be higher than that amongst 
indigenous workers (and '-/ould be much higher if exported unemployment 
were taken into account)^ ^nly a relatively small absolute number of 
unemployed foreigners are now actu'ally competing, with, the larger number 
of indigenous unemployed for the available jobs in the host country. 
The fact thaX a strong negative migration balance could possibly have 
re-inforcing effects on the depth of the recession insofar as- returning 
workers take their consumer expenditure with them, in contrast to the 
remaining unemployed should not be overestimated: this effect can only 
be very small indeed relative to the other factors influencing the depth 
of a recession. 

While in aggregate terms the import of labour neither endangers 
full employment nor increases unemployment, and while it lowers unemploy- 
ment for the indigenous population as a whole but possibly worsen;^ the 
competitive situatioi* for marginal groups at times of unemployment, it 
is its general labour market effect which reveals the g^^eatest value of 
labour imt)ort. By this we mean the greater elasticity or the introduc- 
tion of the highly desirable and beneficial element of flexibility during 
both the upswing and the dowtigying and in some regions, industries or 
occupations but not in othera A growing economy requires mobility of 



This applies of course. only to target worker migrations. Settlement 
migrations are not usually affected by it. In thte case of immigrants 
from the New Commonwealth to Britain the situation is somewhat blurred. 
On the one hand, thi? stream too is largely a target worker stream, (cf. 
footnote 20 above), but on the other hand immigrants were in the past 
admitted for settlement and their behaviour quickly responded to this 
situation. Moreover, the incidence of temporary and permanent return 
migration is negatively related to the distance between the sending 
and the receiving country. , A Pakistani pondering reiiurn home from 
Britain faces incomparably more difficulties than, say, an Italian in 
Franc6 . 6^^^ 

V. Merx (1972) undertook a detailed examination of four analytically 
distinct types of flexibility derived from labour import: regional, 
sectoral (industrial or occupational), conjunctural (i.e. short-term 
economic), andseasonal flexibility. Regionally, labour import made 
good the decreasing regional mobility of the German worker (see e.g. 
p.63-U) and the differential activity rates of the regions. Sectorally, 
lab6\Ar import enabled production levels to be maintained if Germans left 
undesirable jobs, and it enabled^rowth industries to exf)and faster than 
with a closed labour market. /See also S. Bullinger et al . (1972), 
p.lOOj!^ Conjuncturally, the imported labour showed a much higher 
degree of reaction to changes than the indigenous work force (see e*g. 
p. 77, also the above text). Seasonally, the preceding three types fall 
together in their special dependency on seasonal patterns (see p.l2if 
et seq .) ^See also Th« Keller (1963), p. 348./ 
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capital and labour. Higher living standardsi however, induce jlower 
geographical mobility, especially through the acquisition of owner-occupied 
homes. The continuing ageing of European populations also induces lower 
mobility. Greater job specificity inhibits industrial or occupational 
mobility. And whereas in the past the growth of the working population 
represented a considerably mobility potential, the slow growing, stagnating 
or even decreasing working populations of contemporary Europe do; not fulfil 
this function to the same extent. If, therefore, both the historical 
mobility rate deriving from inter-generational change and the actual mobility 
rate deriving from the current socio-economic propensity to move decrease, 
the economy is faced with mobility deficits or v bottlenecks which are un- 
likely to be made good by capital mobility alone. 

65 • The regulated import of labour provides an excellent means of relieving 
bottlenecks, which commonly occur when the upswing proceeds under tight 

'N^^^ ' labour market congjtions and which restrain the upswing and induce infla- 
tionary pressure. : Many regional and sectoral bottlenecks can be elimina- 
ted through the engagement of foreigners; and general disequilibria can at 
least be delayed, thereby providing the decision-maker with tnore breathing 
space to get a grasp on the economic development. 

66 • During the downswing, work places become painlessly vacated by 
the usual number of returning emigrants and by the addltioaal return move- 
ment of disappointed target workers* Employeri: may also^ 

dismiss foreigners where socio-political considerations might have prevented 
such a decision if the worker involved had been a national. In other words, 
the import of labour permits greater variations in employment patterns 
during the downswing, too. 

67* Directly and indirectly foreign workers thus contribute disproportion- 
ately to the mobility deficit of the economy due to, the external turnover of 
the foreign work force. . The Appendix attempts to give ah indication of 
the size of the potential employment changes that could be obtained from 



See also S. Bullinger et al . (1972), p. 363, and V. Merx (1972), p. 161 
et passim . G.C. Schmid (1971) found a much greater elasticity in the^ 
German labour market due to labour import, in his comparison with Britain. 
For an analysis of the likely development j in the absence of labour immigra- 
tion see V. Merx (1969), p. 104 et 3eq ., ai|»d (1972), p.Ul et seq. 

D. Collard's regression analysis for male' Hew Commonwealth immigrants in 
Britain showed that (exempting the transport sector) "8 per cent of any 
occupational expansion or contraction has been met by immigrant labour, ' 
a much higher percentage than the relative size of the immigrant force 
would indicate''. D. Collelrd' (1970), p. 73. This is not to say that 
immigrants necessarily have a higher degree of inter~firm job mobility 
(internal turnover), or chiange their jobs excessively thereby causing 
macro^economic costs. The determinants of job mobility, such is age, 
marital status, socio-economic status, housing, length of employment, 
(2tc., do not lead to different degrees of job changing amongst comparable 
groups of foreign and indigenous workers, see.W.R. Btthning (1970a), p*30, 
arid (1972a), pp. 231-2. On the other hand, as long as immigrants have a 
higher propensity to retur'i than the indigenous population to emigrate, 
internal and external turnover taken together will characterise the 
immigi'ant population as mi/re mobile. For Switzerland see R. Braun (1970), 
pp.53, 117, 1U3 et;, passim . 
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labour import in comparison with the changes deriving from the inter-^ 
generational replacement of nationals. It ^ can be seen that at realistic 
levels of external turnover (defined as the sum of the rate of entry and 
the rate of return) the flexibility potential of labour import is" superior 
to that of intergenerational change. It can also be seen that the crucial 
variable here is the extent of external turnover, i.e. that the higher it 
is (the higher the "rotg^ion^* of the foreign work force) the greater are 
the potential benefits. . 

68. However, *'the argument that immigration adds, to mobility of the ^ labor 
supply can be turned inside out by noting that obtaining high elasticity 
with immigrant labor enables, a country to escape the necessity of niak^gg 
its domestic labor more mobile - a task with which it should get on.'* 

.69t Kindleberger's admonition could be related to three aspects: lack 
of mobility between occupationSg£or industries), between activity and 
inactivity, or between regions. The first of tjhese is simply inapplic- 
able, if one considers that it is not so much the lack of occupational or 
industrial mobility on the part of the indigenous population -l)Ut the 
constraints of a capitalist wage structure in economies With high living 
standards and full employment which prevent movements into socially 
undesirable and low paid jobs (while inducing movements avay. from them). 

70. The second aspedt refers to the hypothesis that import of labour could 
have an inhibiting effect on the employment of indigenous secondary workers, 
i.e. on workers who move in and out of: the labour force (not merej]|^ in and 
out of employment) according to the swings of the business cycle. However, 
at our conventional levels of full employment such an effect should ger 
definitioneiA not obtain, certainly not during over-full employment. What 
happens in Europe today is that for housewives, older people and other 
groups of secondary workers employment has lost its necessity and become an 
option. When a society is assured of a^^generally high standard of living,, 
inactivity becomes tolerable ^d sometimes desirable relative to the low 
pecuniary reward and the low non-pecuniary attraction of the jobs in which 
secondary workers mainly find employments For the most part contemporary 
European secondary workers are much further removed from the ideal-type 
homo oeconomicus than the buik of the immigrants. In a slightly broader 
sense one could ask whether more intensive utilization of the indig'enous 



See also V. Merx (1972);, p. 142, who comes to the same conclusion. 
CP. Kindleberger (1967), p. 204. 

Kindleberger*s criticism could be enlarged by questioning whether 
capital mobility is sufficient in the country of employment. And 
since the beginning of the third stage th6- question can also be posed 
to what degree international capital mobility^is a valid alternative 
for labour import into manufacturing industries. 

This hypothesis has been specified for the United States by M.W. Reder 
(1963), p. 227, as followsi ''Given the growtl) rate of output, the effect 
of increased immigration oh labour supply >dll be partly offset by 
reduced labour force participation of native secondary workers. There 
will also be a reduced rate of increase in * labour force effectiveness* 
because of lessened native rural urban migration." 
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empioyment potential could not obviate the need to import labour. One 
usually thinks of women in general and married women in particular. But 
quite apart from the question whether indigenous women would be prepared 
to take up work in socially undesirable positions, the often forecasted 
increase in female activity has not materialized and looks unlikely^ 
despite decreasing family sizes, etc., and despite the slowly changing 
image of working women and their lov/ remuneration. Generally, the 
propensity to work declines with increasing living standards! 

V*^' The third aspect, i.e. the lack of geographical mobility calls in 
question the premise on which regional policies in all European countries 
rest , that is, the undesirability of depopulating certain areas on socio- 
political grounds. Most European countries are pursuing policies of both 
taking the work Id the workers in economically weak areas and of taking the 
workers to the jobs in strong areas. The problem is that the former does 
not usually work very wellgand the latter is at times rejected as too 
costly on social grounds. In a more general- sense one could say that 
the import of labour mitigates the effects of structural change for the 
indigenous wppking population. Without labovir import these changes would 
hit indigenous labour harder, faster, and more directing This does not 
mean that the structural change itself is slowed down. — , 

72, Obviously it is unreal to evaluate the element of flexibility J^^e 
framework of a model presupposing total industrial and geographical mobil;?.tf* 
The reality of contemporary economic politics leads one to conclude that tlieA 
avoidance of the .constraints of a tight labour force through import of lahoMt 

' is highly desirable and beneficial for both the economy and the indigenous i 
worker. s 

u ' 

73. One further aspect ne^ds to be mentioned, however. The fact that a 
greater or lesser degree of the employment growth generally and in specific 
occupations particularly is borne by the import of labour, does of course 
create short-tewn and long-term dependencies on the continued availability, 
of foreign labour. With complementary jobs, a few workers in key positions 
can upset the flow of work. Italian crane drivers staying at home between 
Christw^s and the New Year, with the Swiss people at w({>rk, are a case in 
point. When some deoartments of individual firms or whole branches of 
the economy are predominantly or exclusively staffed by foreigners - during 
the mid-sixties more than half of Switzerland's employees in textiles, 
clothing, and stone quarrying were foreigners - the question arises ijfljjat 
would happen if political developments suddenly made workers return.' It 
would be futile to attempt to give a general answer, but it is undeniable 



D. Stephen (1971), p. 130: "British governments had consciously or 
unconsciously rejected internal migration (taking the workers to the 
jobs) as too costly a way of filling the unfilled vacancies in the 
Midlands and the South East. Commonwealth immigrants could be brought 
in at a lower immediate social cost." 

Though it may well mean that the tax payers' money is saved in smoothing 
the friction of structural adjustment, cf. C. RosenmBller (1970), p. 233. 

''^ Bundesamt . . . (1964), p. 98. 

'^^ Cf. E. Tuchtfeldt (196S), p. 646; C. F«hl (1967;, p.l25; and 
H. Salowsky (1971), p. 60. 
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that every receiving country runs the risk of erratic fluctuations 
in its foreign labour supply which have t^o be taken into account in an 
overall evaluation of the effects of labour import* • ' The degree to which 
one might trade off short-term flexibility against long-term dependency 
is essentially a matter of personal judgement. Unfortunately on^ cannot 
have the short-term advantages of labour import without the long term 
disadvantage of dependency. 
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(b) Wage Growth and Income Distribution 

74. Economic theory postulates that an increase in the labour supply 
relative to demand is followed by a relative if not absolute decrease in 
the growth of wages » For this part of our analysis we have to shift the 
focus from occupational status to induistrial rank. Wage differentials 
between the three skill grades of labour are almost completely fixed v/hile . 
inter-industrial wage scales are more flexible although also displaying a 
great degree of rigidity. The occupational status differential, which 
assigns wage rates 10% or so higher for semi-^skilled than for unskilled 
.workers and 10% or so higher for skilled than for semi-skilled workers, 
accommodates different demand pressures at each level without upsetting 
the differential itself. This does not miean that there are no wage 
movements between occupations, especially in countries where the trade 
union system still betrays its craft origin and when the dispersion of 
occupations over industries is small. But trade unions generally seek to 
maintain intra-occupational differentials while improving their overall 
position. Employers themselves have a much freer hand to award differeat 
pay rises in different industries than for different grades of the Same 
occupation in any one industry. Inter- industrial wage spread follows 
the. differing productivity-profitability situations, although the wage 
spread tends to be smaller than the spread of productivity. High wages 
are ger >rally found right across the board of profitable industries, 
irrespective of . the' differing demand conditions for various occupations. 
Conversely, the same occupations are rewarded differentially in differing 
industries, the more so the greater the dispersion of an occupation over 
thlB whoJ.e \of the economy (e.g. for storekeepers more so than for miners). 

75 • In post- industrial societies, industries with high wa'ge levels ai'e 
.usually characterised by fast growth, high profitability, a tendency to 
capital deepening and a below average proportion of undesirable jobs 
shunned by the indigenous population. Opposite criteria pertain to low 
wage sectors. The service sector, itself labour intensive, is more often 
than not hampered by its inability to finance wage rises out' of productivity 
advances. It tends to induce inflationary pressure because its workers 
are unwilling to fall behirid the pay riL;es secured in manufactur5.ng 
industries. As most services, such as health services or public admin istra*- 
tion, cannot be J)rovided at a profit there is a general tendency to keep 
costs low, i.e. to keep wages low. Moreover, as the government is the 
largest employer in this area t one or ten finds it attempting to induce lower 
wage settlements for the economy as a whole through restraining wage rises 
in service sectors. ".n manufacturing industries themselves it is the fast 
growing and profitable branches which set the pace of wage rises and infla- 
tion, /largely because productivity gains are not passed on in lower j pices - 
which could compensate for the inflationary pressure from the service sector • 
but in higher money wages. Trade unions in slow growing and low paying 
manufacturing industries strive to close the wage differentials opened up 
by the wage leader/^ thereby inducing inflationary pressure on the manufactur- 
ing side, ^especially in industries sheltered from international competition, 
such as textiles, clothing, stone quarrying, etc. 

76 • As regards the import of labour, we must first of all ask ourselves 
whether the system of wage bargaining is likely to be influenced by the 
import of labour and whether this leads to a general dampening effect on 
wages. If this is not the case^we must enquire whether a disaggregated 
analysis indicates any wage-dampening effects in the high wage or low wage 
sector of industry. A direct influence on the service sector is so unlikely 
as to be negligible on account of the disproportionately small niunber of 
foreigners entering this sector and because in the short run most service 
wage levels are not Idetermined by supply and demand conditions but by the 
advances in industry/ 
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77 • Foreign workers are generally fitted into the existing pay scales. 
It is well known that discriminatory practices do occur in the form of 
outright discrimination, regrading of. jobs and also through the very, 
device which seeks to prevent differential remuneration, namely the 
requirement to pay the '*same wages for the same jobs'i This employers 
often interpret as meaning the **same rates for the same jobs" (it is 
generally rates which figure in labour contracts) and thereby deprive 
newly entering foreigners of the amount or wage drift currently obtain- 
ing. The latter situation, however, is usually corrected when the contract 
comes up for renegotiation after one year. Overall, ,^^he impact of discrimi- ' 
nation on wage developments is minute and negligible. This is in strong 
contrast to the situation before World War I when trade unions were not 
strong enough to repudiate discriminatory claims from th^jr rank and file 
or to Iceup employers to their obligation. 

78 • - In a situation where foreign labour is continuously flowing into a country 
where wage bargaining takes place at set intervals artd where these intervals 
vary little in relation to demand conditions, the direct influence from a 
migration stream could theoretically only be fslt after a time lag and even then . 
the net increase of .the labour supply would not dampen the wage growth proportion- 
ately because of the downward stickiness of wage movements in post- industrial 
societies. During the early phases of an upswing we commonly find that recent major 
wage agreements enable employers to accumulate prof its '.quickly due to a favour- 
able wage cost/productivity situation. When local unemployed workers 
become re-employed with a certain time lag, the major trade unions still 
tread carefully. When additional foreign wor)j:ers appear on the labour 
market with an even greater time lag than the unemployed and while the 
upswing may already be near or past its^^ighest grotrth rate, the major 
unions begin to seek to redress the spcial balance between profits and 
wages. Clearly, the relatively small number of net migrants cannot but 
play a minor role in this wage rounds . (And it is difficult to see it 
playing a significant role at all if one bears in mind that -the relation- 
ship between the increase of the. labour supply and the relative/absolute 
decrease in its price holds true only if the dem&nd for labour during the 
upswing is satisfied. In most European countries, however, large scale 
labour import went hand in hand with excess demand, thus clearly not 
satisfying this criterion.) Before the next wage round new foreigners 
will continue to be engaged at the newly fixed wages while the growth of • 
the economy flattens off. In the more delicate situation of this round 



A comparison of foreign with national wages is of course likely to show 
lower wages on the side of foreign workers because of the structural 
determinants of their employment situation, i.e. as low skilled workers. 

The most widespread and serious form of wage discrimination occurs with 
illegal immigrants and is particularly widespread in France, although ^ 
'regularissition" after some months* employment commonly rectifies the \ 
worst excesses. Illegal immigrants are as much subject to the black- 
mail of employers as to that of people who facilitate their entry into \ 
the receiving country. But even where comparable wages are paid for I 
comparable work, the employer may still require extra duties without..-., 
further pay which he would not do in the case of indigenous workers, see 
M. Allefresde (1969), p. 69. On the other hand, foreigners have also 
been known to be overpaid - for instance, Britons in Germany --.but 
this happens only in very rare and untypical case^, see K. Wiborg (1971). 
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trade unions are under great pressure fro^ the shop floor to secure at 
least as high a wage rise as during the u^»^wii)| ahd probably a higher one, 
for the economy still looks as strong as ever while inflation eats into 
earnings. Though. one may now expect more frequent references by employers 
to the continued availability of comparatively "cheap" foreign labour in^a 
situation of rising labour costs, the dominant feature of this round of 
negotiations is how to share out the spoils of the economic growth between 
capital and. labour. The following wage r^ound is likely to take- place 
during the downswing. References to available foreign labour are now an 
empty threat in a system where foreigners are supposed to be engaged only 
if local'workers are not available. . The downward stickiness of wages 
(like the downward stickiness of prices) depends on the strength and^ 
militancy of the trade unions (and also on the size and the financial 
independence of Employers) and thfe degree to which governments are willing 
and able, to coerce or influence trade unions directly or through keeping 
wage settlements in the service sector low. Again, the preceding ndt 
immigration is a completely minor issue in the negotiations. 

79. This is not to say that additional labour supply from abroad does 
not influence wage, levels at all.' It is very likely that some o^ the 
bottlenecks developing duritfg an upswing would ;cause a much g^feater wage- 
drift if the option of labour import had not been taken up in the past 
and would not be taken up again. At the beginning of the Upswing the 
economy requires an instant response from the construction industry, for 
example.. Here l.ocal bottlenecks can easily be overcome through the 
recruitment of foreigners who need little training for the work. Other, 
of ten smaller bottlenecks in more highly skilled positions can sometimes 
be overcome through the employment of indigenous workers who have previously 
left undesirable jobs and possibly* undergone some form of retraining. - 
Import of labour from developing countries does not eliminate all bottle- 
necks in all cases; and while it undoubtedly eliminates some important 
bottlenecks in the trend-setting high wage sectors, such as construction 
and the car industry, this effect does nojt lead to a significant lowering 
of wage growth in this sector which owb^b an indirect lowering of the total 
industrial wage level. "Earnings-drift is' undeniably associated in some 
way with 'the general level of demand', but it is a gross oversimplifica- 
tion, especially in the more rapidly expanding sectors cf the economy with 
relatively high earnings , to suggest that it is related directly ^gr exclu- 
sively to the inability of employers to obtain suitable liibour".- On the 
other hand, if we look at the slow growing low wage induntries such as 
textiles, clothing and stone quarrying, we can see that developing bottle- 
necks would force up wages there if they could not be overcome by labour 
import. Foreign 'workers can be as easily engaged in textile jobs, etc., 
as on the construction site or the conveyor belt of the car industry. In^ 
the absence of foreign workers higher wage rises in the low paying industries 
would not necessarily lead to widespread bankruptcies or greater efforts at 
capital deepening, becaus© these sectors - like the construction industry - .. 
are largely sheltered from intei^natidnal competition if not actually subsidised. 
Their wages, however, bear a much more direct relationship to costs than in 
the high wage sector. Labour import obviously is a convenient way out and 
does prevent additional wage pressure over and above that, which strives for 
parity with the high wage branches (which is never a completely successful 
enterprise anyway). With some of the steam taken out of the potential wage 
pressure in the low wage sector, one would expect them to fall behind the 
\ w&ge leaders, slowly but inexorably. Since most of these industries are 
lAther labour intensive, one might also expect that the sum of the small 



J. Marquand (1960). p. 98 (our italics). See also Statistisches 
Bundesamt (196i+), and P. Lange (13)67), p. 109 for Germany. 
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but not icea ble arr estin g sect oral effocts lowers the overall industrial 
wa ge level by a small but significant amount , which in turn open^- uij the 
possibility, though~not the certainty, that the wage pressure emanating 
from tho service sector might be a little less pronounced, | 

In other words, labour import does not exert a direct general^ wage 
dampening effect through any influence on the v/age leaders, despite ^the 
fact that during the third. stage of matarity a great proportion of the 
newly entering foreigners find work in the high wage sector. Here, as 
in n^ost service sectors, wage rises bear only the most tenuous relationship 
to differential demand pressure for various jobs. In the industrial low 
wage sectors the relationship between supply and. dem^and of labour is mor^ 
immediate and here it may be assumed that bottlenecks would force up wagejs 
if they could not be relieved through large-scale labour import.; Thi^ ^ 
sectoral dampening effect is likely. to make itself felt as a small 
aggregate dampening effect. It will/ arrest the wage drift rather than 
the growth of wage rates and delay the advent of general disequilibria 
and wage pressure rather than prevent them. The actual situation depends 
largely on. the state of the laboux^Mnarket . If the relief of wage pressure 
in low w^ge t>ottlenecks occurs at/constant demand for labour, the dampening 
effect is likely to be strong; if employers are demanding more workers 
still, most of this effect is^i:kely to dissipate; when the economy is in ' 
full swing it is not so much tme bottlenecks which induce wage pressure as 
the belated efforts of the trafde unions to provide their members with a 
proper slice of If he growing cake. 

• Finally, it is worthwhile to consider briefly Ithe changing scale of 
the short run wage -dampening effect under different stages of maturity of ^ 
the migration stream. The first wave of single worker migration induces 
practically no capital expenditure as workers are engaged on existing work 
places vacated by the indigenous population. Social capital requirerpents 
are disproportionately low with practically no demand for education and 
social welfare and very little additional demand for housing. If single 
workers are not actually housed in* communal quarters provided by the employer, 
they usually find a gap on the housing market, mostly in places vacated by 
the indigenous population. Their consumer expenditure is low, too, their 
remittances are high and the additional supply of goods due to their employ- 
ment is scarcely affected by the additional demand they create. In other 
words, they satisfy given labour demand, their wage-dampening effect is 
not dissipated by induced demand and is therefore large and should be particu- 
larly visible; in low wage industries. The following- wave of married workers 
migrating without dependants is already associated with the spreading of 
foreign employment throughout the econoitiy and occasional changes in demand 
pattern, i.e. a larger proportion of this stream will be associated with new 
capital investment although the greater proportion may still be destined for 
existing work places. The swelling numbers also begin to make an impact on 
social capital and consumer goods while remittances stay at their high level. 
Overall these repercussions still seem neglible. The wage-dampening 
ef^^t remains and is relatively' large and most visible in low wage 
manufacturing. During the third stage of maturity tne situation changes 
considerably. The reunion of families will sooner or later induce some 
pressure on social capital (how much we shall an.^lyse in a later section). 
Also, the completed spread through the economy is likely to lead to the 
engagement of an even greater proportion of new entrants in new work places, 
possibly f^'^ of them (again we shall seek to answer this question in 
more de oh). Consumer expenditure soa*s absolutely and in rela- 

tion tc -r of economically active foreigners. Remittances begin 

to tail v.. Consequently the wage'-dampening effect, though analytically 
still there, may empirically be compensated by immigrant-induced labour * 
demand, which may spark off :iew immigration, which will r/^ln entail 
further demand, and so on. At this stage the question arises whether 



05 



the sectoral uu« general wage-dampening effect is progressively outweighed 
by immigrant- induced demand pressure, i.e. whether after some years of 
immigrant - indue ed lower wage gro\fth we now have years of immigrant- 
induced hig^grwag^ growth, possibly more than making good the earlier 
small loss. \ 

82 • The only valid way to establish whether and to what extent a sectoral 
or general wage-dampening effect obtains would be to compare a hypothetical 
scenario without immigration with the actual situation. \ This requires r 
something more than a simple cet eris paribus analysis, ilt would have tcf ^ 
take into account th^t in the ab*sen<?e of . immigration a tight labou^gmarket 
would be characterised by increased economic and social friction or 
conversely that extensive capital deepening would lower the growth rate ' 
of wages. Friction, however, woUld lead to gt»eater wage pressure riot 
/only in the low wage bottlenecks but would induce greater inflation all ' * 
round and possibly lead to hurried governmental attempts at suppression^ 
which in turn might well lead to contractions, rising imports, and falling \ 
expoKs. Workers in rapidly expanding sectors would probably ppofit f xx^m ^| 
wage rises for a while until the low wage sector and servic^^-^uld induce t 
generalized inflation. In our pressure group democrac^e^rmarginal employees 
would seek to secure^ and obtain, subsidies. Employers generally might ' 
become less willing to^ bear the increased risksj:tf^nv6stment , thereby \ 
reducing the demand for labour and finally an:^ ting the wage growth. 
There are too many unknown factors to b^sure, buj: anything except a static 
short-term view would seem to indicat^hat in/~th^\^nd the indigenous 
workers* wage packet would be smaller compared with th6 actual, Situation. 
One should also .bear in mind that the upgrading process of thtf; injdigenous 
work force both in terms of skill grades and in terms of movants from 
low wage to high wage industries, i.e. the original cause of the immigration, 
does of course provide them on balance with higher wages thaii if they had 
not been mobile. 

83 • Reverting tp the actual situation, in our opinion it i:5 likely that 
the dynamic effects coming to the fore during the third stagfe of maturity 
over- compensate the initial retardation and thus lead to a ha^gher wage growth 
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VarioUs authors have come to different conclusions after usin^ different 
methods. For instance, A. Kruse (1966), p. 429 et seq . , and fcUowing 
him U. Mehriander (1969), p.. 119,. have deduced an initial dampenii>g 
effect 'possibly over-compensated by medium term additional pressure 
and followed by a long-term dampening- effect . H. Salowsky (1971), 
p. 30 et seq., sees a negligible general dampening effect as thq most _ 
likely development though he also notes a possibly pronounced d^pening 
effect for unskilled jobs. K.-H. Homhues (1970), p. 158 et passim ,^ ^ 
cannot find more than a minute dampening effect because he sees the 
continuing excess, demand for labour related to skilled jobs where 
immigrants did not ' exert any marked influence. jW.A. Jtthr 

and R. Huber (1968-69) claim an initial wage pressure effect. Their 
results, however, follow directly from their assumptions. (For the 
Swiss and German discussion concendng this problem, see ibid . (1969), 
pp. 5-22.) See also V. Lutz (1963). 

Cf. D. Hiss (1965), p. 635 et seq ., and D. Petersen (1970), p. 4. 
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than v^oulcL-have obtained if the economy had to develoT) without immigrants. 
Figure 1 aesc^xbos the alternativ^es in graphic form. It also suggests 
that even during the third- and subsequent stages the import of labour still 
has a very slight dampening effect » wnich is .nuch smaller than during the 
fii'St t\/o stages; If immigi'^ation were suddenly to come to a stop, tensions 
on the labour market would rise, bottlenecks vfould appear in greater numbers , 
and before long wage gro^rfth would bia reduced through friction, etc. As 
long as the immigration contin ues and a s long as a mark ed ext er nal tMrno ver 
uph olds so me of the effects ch aracterising the first two s tar.es of migration 
the immi grat ion c5ntinues to relie^^e bottle ne oks and permits s mooth adapta- 
t:.v>ns in 'em pl oyrnent p atterns^t. The only difference is that t he continuing 
small dampening e ffect does not matter during the t hird stage in absolute 



terrns since t S^ i p der iving fx;om mi^rc.tion outweighs the short 

term loss ai'id wages a re now rising faster than they would \;ithout immigration 
at a h ighe r abs olute lev el - 

Casual empiricism would suggest that the high rate of growth of real 
wages (and the low level of inflation) in Germany and the Netherlands during 
the sixties, in Switzerland at the end of the fifties and in Britain in 
1961-63 are pa.rtly attributable to their large scale labour import v;her) 
the favourable conditions of the first and second stage of maturity prevailed. 
On the other hand, the interventions by the Swiss authorities since 1963 
are probably in part to be blamed for Wv^l roaring inflation relative to the 
growth of the economy. A closer look at the Swiss situation would seem to 
give some empirical support to our reasoning, although the'maturing migra-- 
tions' were of course never allowed ■ bear out their characteristics when 
the Swiss decided to cvjr^tail immigration. D. Maillat wites: 

*Trom 1950 oa immigrants nave been directed into the less well paid 
branches of the secondary sector, v;hich entailed a certain stagnation of the 
wage growth in thr^^e branches. ' During the following years the range of 
wages widened, i.e. the difference between the high wage ^tid the low wage 
sector inci?eased. The result was that Swiss workers . . who wanted to 
improve their income left the low wage for the high wage ;..ector whe.r^e employ- 
ment continued to grow. These departures had no great influence on the 
rise of wages in the low wage industries for which it was possible to engage 
foreign workers. But the flexibility of the labour market could only last 
as long as the mobility of the Swiss wokrers was- sufficient -to satisfy the 
demand of the high wage branchof^. From 1960 on tensions appeared on the 
labour .market ; these wex'e re-inforced by the inflation which characterise^! 
the 3^^iss economy at that time. As employment growth continued and because 
the mobility of the Swiss was insufficient to satisfy the demand, it became 
necessary to change the immigration policy by making it less selective: 
foreign worke:^'^ became employed in all branches while the system of controls 
over internal movements was maintained. Thi$ policy gave the labour market 
a certain xlexibiKLty , but this flexibility wds of a quite different natui^e 
compared with the previous one. For, in consequence of the pro^jressive 
decline of .the mobility of Swiss Workers, new work places in the whole of 
manufacturing industries could practically be established only in view of 
the availability of foreign labour. T^is new situation then became the 

V 



7 7 ^ 

For Switzerland, see Dundesamt . . . (196^'')'r-r^- ' for Britain K. Jones 
and-A.D. Smith (1070), p.l'jS, 

V 

''^ D. Haillat (i97.,a). Ses also D. Maillac (.'>:72b), p. 12 et seq. 
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cause of the narrowing of the inter- industrial wage range. In effect, low 
wage branches were forced to improve their salaries- because^, on the one hand, 
they wanted to ke^p some part of their indigenous work force and, on the 
other hand, remain sufficiently attractive to immigrants for whom they had 
a great need, On^ notices that since 1959-60 the wage rises in the greater 
number of low wage branches surpassed the average and that at the same time 
the wage rises in high wage branches were weaker. The branches where rises , 
remained below average (clothing, food) continued to lose more Swiss workers. 
Ih March 1963 the Federal Council restricted the entity of foreign workers. 
As a result, the labour market became tight to such a degree that the wages 
spread was smaller than in 1949 . 

The Swiss situation up to the end of the fifties is characterised by 
the first two stages of maturity (though the large proportion of seasonal 
and frontier workers introduces some distorting elements here). For this 
period Maillat's description shows a pronounc-;^ sectoral 'effect without 
saying anything about the existence of a sectc^glly induced general dampen- 
ing effect, which other authors have suggested. The general wage effect 
should be visible. in the growth of v:ages. Hourly rates in Swiss industries 
rose by only 6 index points between 1957 and 1960, but by 15 index points 
over the years 1960 to 1963, which were the first years of the third stage 
of maturity for Switzerland, Hourly average earnings even climbed at an 
annual rate of 7,4% during 1961-63. On the other hand, the average annual 
net inflow of foreign workers amounted to 1.1% of the total^civilian labour 
force during 1950-60 and to 3.2% during the 1960-63 period. 

87 • With regard to the question of income distribution the preceding 
analysis must not be taken to suggest that the over-compensation of the 
initial wage retardation in the third stage of maturity would bring labour 
a hig^^r share of the national wealth than in the absence of labour immigra- 
tion. The fact that the cake is growing faster than it would otherwise is 
basically due to the profitability of production under conditions of labour 
import - after all, this is the raison d/et'"e of the employment of foreigners. 
But because the structural deteripinants of capitalist societies effect an 
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Bundesamt. . . . (1964), p. 94 et seq. Incidentally, a narrowing of the 
wa^e spread does not necessarily prevent the absolute wage differential 
from growing, 

0f*^CD, Main Economic Indicators, 1957-19 66^ (Paris, 1968). 
OECD Economic Surveys, Switzerland (De-ember 1967), p,12. 



Ibid . , p. 10 et se q. 

Another approach (cf. S. Bullinger et al. (l972), p. 255 et geg ,) 
IS to assume, that the skill level oT*a labour force is'Ti^^ed through the 
import of labour and that because low skilled workers receive lower wages 
the share of labour in national income is depressed accordingly. We have 
repeatedly stressed that essentially Ihere is a replacement process at work 
which does not alter the relative skill proportions. Cf. above Part II 
and especially p. 27. 
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unequal distribution of weal^jj, the employer profits move from the import 
of labour than the employee 



S8, This does net mean, however, that the indigenous labour force does 
not reap a certain profit from the employment of foreigners in absolute 
terms. First of all, the smooth grovrth of the economy under labour 
import compared with friction in a closed labour market ensures a higher 
real growth of wages in per capita tei^s with the bej^inning of the third 
stage of maturity. Secondly.^ the social, upgrading of many indif/.enous 
workers ensures that they earn relatively more than if they had remained 
in their old work places. Thirdly, while immigrants contribute approxi-^ 
mately in -th^ same proportion to tax and social security as the indigenous 
population, pc^hey certainly receive much less thcin the average per capita 
.expenditure. Consequently,, taxes on wages and profits and/or on consumer 
goods need not be raised in proportion to thr. Increase of the working popula- 
tion or total popul^ation. ' 

The most glaring example of this is the fact that tlie receiving country 
imports labour which has been schooled and possibly trained at no cost to 



8H 



A? .s well recognised by the Dutch study referred to earlieir, Centraal 
Planbureau {1972V, p. 30. See also G. Kade and G. Schiller (1972), p. 27: 
•'Additional profits . . .' are retailed by employers' (where they may, 
eventually, be subject to taxes) whilst additional burdens have to be 
borne by society as a whole. Thi/S is also the reason why increased 
social burdens do not react upon /the growth in demand. ^ 



As far as direct taxes are conc^^rned, the over-representation of foreign 
workers in low wage positions l^sads to a lower per capita tax contribution 
relative to thfe national workey*. This deficit tends to he compensated 
by extensive overtime earnings.' n relation to the population as ^. 
whole this defioi't is more thJn r • >:^-*corripensated by (a) the fact tl; .t 
immigrants terxu to derive a- higher share of their incoilie from (high tax- 
bearing) emp^ymeut than the indigenous population (where lov; tax-bearing 
linearned income is more significant, cf. !(• Jones and A.D. Smith (1970), 
p. 92), and (b) by their higher degree of economic activity. In Munich..., 
it was calculated that for direct taxes the foreign contribution was 10%' 
below the German per capita employee level, but that in relation to the 
population as a whole the foreign per capita level was 18% higher. See 
Landeshauptstadt Mtlnclien (1972), pp. 86-8. As far as indirect taxes, 
which usually mako up about h.alf of a nation*s receipts, arp concerned, ^ 
the relatively low paid foreigner probably' contributes a sn^aller per ^ / 
capita amount than his national counternr?.rt . But this is by no means / 
a negligible contribution to a state's finances, see S* Bullinger et al . 
(1972), pp.188 et seq. and p. 390. In addition to the directly relevant 
social capital outlays there is also "a large part of public expenditure 
. , . of an * overhead' variety which does not vary appreciably with 
population, for example ^ expenditure for foreign aid, national defense, 
agricultural assistance, servicing of public debts, etc. Therefore, 
tax contributions from immigraiits v/ould reduce the tax burden of natives 
on account of these very iniportant items of public expenditure''. 
M.W. Reder (1963), p.22U. 
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itself - these infrastructural costs have been borne by the sending country. 
And fourthly, in countries where current social security benefits such as 
old age pensions are paid for by the present working population (as opposed 
to the insurance-type accumulation systems), the proportionate receipts 
from foreigners are not matched by out-payments because immigran"!: popula- 
tions are young and healthy. This permits higher nationa^^out -payments 
and/or lower deductions than in the absence of immigration ^ an effect 
from which both employers and employees profit .according to their differen- •. 
tial liabilities (though in the final analysis it is probably the employee 
who profits most because employers tend to consider social security contri- 
butions as part of the ''real*' wages they pay because these contributions 
are part of their total labour costs). 

89 • In evaluating these' various effects one caiinot but draw the conclusion 
thkt the net inequitable effect must b^ very small inrleed.gg Even authors 
who have used most unrealistic assumptions in this context have come to 
the cohclusion that "the effects on per capita real income axid distribution 
are less immediate and. certai<n . . . These longer run changes are likely 
be small compared with the changes wrought by managerial and technologipal 



87 . . . J 

—-Insofar as this enables the-n:^ecei-vlTrg "country to keep taxes on wages I 
■^d profits low relative to the sending countries, it strengthens /its | 
competitive situation vis-a-vis those countries. The higher tt)e 
external turnover, the more pronounced this effect. 

88 

H. Salowsky U972), pp.16 and 22, calculated that in 1970 in Germany 
foreign workers contributed 16% of the in-pa^ments for rid age pensions 
and received 0.5% of the out-paynients. " Moreover, about one third of \ 
the out-payments was compensated by pensions paid to Germans formerly , 
employed abroad, see ibid y n.21 p. 18. Ar^other German calculation 
reports that ''the pension system paid out/no more than 11% of the amoutit 
to foreigners which they had contributed ^o it in 1965. During this 
.year the system would--rrave 'tween, in the r^d had it not been for the 
contributions fr6m foreign workers . . . Due to this additional 
income of the pension system from foreigners it was not necessary to 
raise the rate of contributions from 14% to 13% before the yeai 1968. 
OtI erwise this measure would have been necessary much earlier". 
U. Mehir lender (1969), p. 76. The draw-back to this momentary relief 
is of course that it incurs long-term liabilities, that it>, the pensions 
or part of them accruing to foreigners formerly employed in the receiviYig 
country will have to be financed by the future working population. See 
Ikil* > P*'^^ et jsec i. , especially p. 83, and Steinjan (1966), p.lU et seq . 

E.J. Hishan and L. Needleman (i966a), (1966b) and (L968), and E.J. Mishan 
(1970). Their model measures the impact of large scale net migration 
(446,000 workers p. a. or ^32,000 people i-ncluding dependents over a 30 
year period) associated with corresponding new capital investment in a 
situation of given excess demand - a model which necessarily results m 
additional inflation, higher imports and lower exports. 



89 



/ 



b9 



innovation over time.-^° We suggest that, cetjris j^aribus ^^e wage jowth 
defeminant of variations of the share of labour in national income comes 
near to have compensated in the third stage of '"^^^^^^J J^!, ' 
relative to capital and is likely to have overcompcnsated them in absol^ 
terms. That is, while the beneficial dynamics of labour import are i^^t 
likely to restore completely the original situation, c^t_erj^,,£aribus, ^ ' 
because of the distributive norms of our societies, the open labour market 
brings forth a higher real per capita growth than would be possible without 
immi|?atioJ. (In a closed labour narket the initial increase in employee 
coIJfnsaUon would be ■ shortlived if, given increasing -^--f -/^/f^^J'^f 
demand for goods .and services, employers were able to pass on their losses 
in increased prices, thereby recovering profits; and in modern conditions 
of "stagflation" this would seem to be possible even without an increase 
in final demand. If employers reacted to a decrease in their share of the 
national wealth with reduced investment ,v this would tiuickly depress the 
compensation of employees aj^d a new balance -dght be found at a. lower level, 
possibly with a lasting -brake' effect.) Figure 2 ^ex^r esses our reasoning 
in graphic form. \ 

90. Furthermore, even though in an aggregate model incUasing ^^^^jH^J?^^ , 
capital outstrip increasing, returns to labour, a consideration f j^^e Rational 
• labou.^ force-^^ive to capital would suggest that it has not been negatively 
affected at all because considerable sections have moved into more highly . 
paid positions. • Per capita the national worker is as well off in respect 
of equity as without immigration (for his move into better paid ]obb is 
analytically independent of the availability of foreign labour, i.e. it 
affects labour import but labour import does not affect his ^^^PS^^^^^S ; 
In terms f the absplute gro^rth of per capita wages and the share of labour, 
the national worter is likely to receive markedly more due tne ^ ^ 
beneficial dynamics of labour import than without immigration. For once, 
he can have his cake and eat it. 



E.J. Mishan and L. Needleman (1958), p. 282. Their quantitative results 
are as follows: 'Tor the standard case of ^ constant returns to scale 
(and) for an elasticity of factor substitution, a, of 0.5 this differen- 
tial loss in real per capita income (in an open opposed to a jclosed, 
labour market) runs at the rate of £'9 per annum in the 30th yealr - 
taking no account ... of the terms .of trade effect ... For 
Irhe increasing returns to scale case given by V equals 1.2 (and) for 
a 0 of unity, however, the per capita income loss increases until the 
20th year after which it starts to decline, while for a a of 0.5 the 
loss grows to the 6th year, then declines steadily until the 15th year, 
after which there appears a positive per capita income gain that reaches 
close to £19 in th^ 30th year." Ibid . , p. 294. Adverse movement in the 
terms- of trade (built into the model) increase the differential loss 
appreciably, while smaller net imniigration reduces it proportionately. 
See also E.J. Mishan (1970), p.l65 

Cete ris par ibus need not obtain, of course. With increasing wealth 
governments^"'are less constrained to adjust th<^ tax system in favour 
of labour than otherwise. 
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\ Figure 2 

SHARE OF CAPITAL AND LABOUR I 
IN GROWING NATIONAL INCOME UNDER IMMIGRATION 




1 - r =■ Share of capital 
A ~- Share of labour 



when immigration commences 



2-2* - Share of capita! 
B = Share of labour 



during first two stages Of migration 



3-3* Share of capital 
C = Share of labour 



during third stage of migration 



Size of national income if there had been no migration 



4-4' Share of capita! 
D ~ Share of labour 



if there had been no migration or when migration stops 



(c) Goods Price Inflation and ihe Balaiice of Payments 



• The preceding section suggests thatu while the initial wage-dampening 
effect has a noticeable anti-inf iat ionaryH^v^iCnce, it is uncertain whether 
th^ net effect of continuing slight dampening of wage growth in relation to 
immigrant- induced wage pressure during the third stago o^^maturity is 
positive or negative in terms of fvBctor i;rice inflation. The net result 
can*only be very small either way "and will depend primarily on the degree 
of external turnover. Tor argument's sake the net effect of the third 
stage of maturity on factor price inflat ion may be assumed to be zero. 
However, this does not mean that o 1 1 \e r an t i - i n 1 1 a t i on ar y effects associated 
with polyannual migrations have lo^c their force during this stage. The^^J-o 
relate to the deflationary impact of immigrants on internal consumer goods 
prices directly and through the balance of payments. 

92. Polyannual migrants are. originally mctivaced by the desire to earn / 
and save as much money as possible. The first wave of single migrants 
does just that and large sums are remitted to their families* The 
subsequent v/ave of ir/arried migrants, who initi.illy leave their families behind 
may remit an even higher portion of their total savinp.s while living at near 
subsistence levels' in the receiving country. Whei: dependants rejoin the 
breadwinner the most pressing reason for a large part of the remittances 
disappears and rnorigConsumer expenditure will now be effected in the 
receiving country. When the individual family time and again extends 
its stay and while it increasingly becomes adjusted to and enmeshed in 
the receiving country* s society, its consumer behaviour becomes progres- 
sively indistinguishable from that of the indigenous population. Still, 
the external turnover which feeds unadjusted single and married migrants 
into the system and releases those who cannot or will not stay longer 
assures that even after the first tv;o stages of migrsi^ion the immigrant 
population as a whole has a markedly higher savings r^tio than the 
indigenous population. In Switiserland , for instance, the savings ratio 
stood aL 60% in 1950 and 50% in 1955. Since that time it has decreased 
to 30%. E:xternal transfers amo-ntod to 35% of the ^gtal income of 
foreigners in 1950^, to 25% in 19G6 and to 18% in 1970. In Germany in 
1970 extei-^nal transfers in the region of 25% indi^gted at least double the 
savings ratio of the indigenous population, ^^2*^% 
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M. Peston (1971), p. 83, einphasizes the dir.tinction between immigration 
as a possible c ause of inflation and immigrat^ion as an effect of infla- 
tion. Besides, imiTiigrant- induced wage pres-^^ur^j is not dimply the difference 
between satisfied and generated demand. Ai tie highe^r rate of wage 
growth during maturity one i^,; likely to have a relatively higher ^ate of 
inflation than at the lowe^ rate of grov;th which would occur in the 
absence of immigration. 

R. Braun (1970), p. 260, found that: 5 7% of the single bjit only 19% of the 
married Italians in a matui*ed stream sent money to their parents in Italy* 
See also ibid . , p. 255 et seq . 

^J^Tuchtfeldt ( 1965), p. 645. 

H. oalowsky (1971), p. 43 n.99. 

Ibid . , p. 50. For Germany, see also R. Hentschel et al. (1968), p. 10/11, 
and (J. Mehriander (1969), p. 135. For Britain, K. Jones and A.D. Smith 
(1970),^ p. 9a, 
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Not only does the statistical average of single plus unaccompanied 
plus fox^eign workers with dependants show a JDv;er consumer expenditure 
relative to the national average, but the lower dependency ratio of the 
foreign population means t^vjt it produces more and consumes less than 
the indigenous population. The average prope nsity to save an d th e 
dependency ratio effect combine to exert a strong deflationary impact on 
consumer goods prices an d indirectly on capital j^ oods pric es as well . 
Food and clothing,' Which form the bulk of the expenditure of the unadjusted 
and supposedly temporary migrant, possibly experience the smallest defla-- 
tionary effect; waves of demand for certain consumer durables from 
adjusted migrants can lead to minute changes in the structure of imports 
and production and some accelerator effects may even send ripples through 
the capital goods industry; but overall the ggt effect can only be a 
narked reduction of pressure in final demand. • This is highly desirable 
in a generally inflationary situation. During a recession the net defla- 
tionary effect pales into insignificance relative to the main determinants 
of a recession . 

It could now be argued that a higher savings ratio on the side of 
foreigners provides a proportionately greater amount of investment resources 
(assuming no hoarding) and could thereby fuel the fires of inflation. But 
the relationship between current account holdings and investment spending 
is very tenuous indeed and whether greater investment i6 desirable or not 
in a given situation is not a question that can be answered by reference to 
the availability of capital. 

Remittances have the advantage of wi'L^hholding money from the consumer 
market as well as from the banking system and putting it at the disposal 
of the central bank. IVhether or not the loss of foreign currency itself 
is desirable depends aga' i on the given situation. When the trade balance 
leaves the current account in sizeable surplus even after a reduction by 
invisibles, countries are usually happy to see their balance of payments 
brought nearer to equilibrium by remittances. Conversely, when a trade 
deficit is just about rectified, by net invisible earnings, ^|e gross outflow 
of foreign currency in terms of remittances is not welcome. 

• However, 'in evaluating the remittances , of foreign workers one should 
always bear^ in mind their close connection with other items of the balance 
of payments. 'Without additional foreign workers . . . production would 
doubtles:^ be smcij,^gr than is the case now> exports would be smaller and 
imports larger/" Looking at the import side first, the consequen^'e 

of the high savings ratio of immigrants is that the import content of their 
current expenditure is likely to be below that of \he indigenous population; 
and as immigrants satisfy more demand than they create on consumer markets, 
the import content of immigrant'-induced capital e'.;penditure in this sector 



In 1969 foreign workers formed about 7% of the total German labour fprce. 
The consumer demand during thcit year amounted to 3% of total private 
demand. See. H. Galowsky (1971)^ p. ^7. ^ 

on , , , 

If, as we as:5umed in our introductory example (p.23)5 the net adaition. 
to total private consumer demand in a single year is absorbed by produc- 
tivity advances, the net inflow of foreign workers in c'onsumer goods 
industries has 1 corresponding deflationary impact on cciisumer goods 
markets , 

no 

M. Allefresde (1969), p. 32, pointed, out a simple remedy to this currency 
drain, namely to encourage family migration and the reunion of separated 
families . 

'''^^^ i^onatsber.'.chte dor Deutschen [handesbank , Mo. 6/1971, quoted in li. Salowsky 
TT971),^p:"^i6r 



ERIC 



is also likely to be below average. The postulated extra production 

through labour import may of course serve to some degree as a substitut«5 
for imports where imports are caused by supply shot^tages. 

97 • As far as exports are concerned, the mere fact that fc^reiguers 
contribute to the growth of production means ^ cet eris p aribus , that they 
contribute to the growth of exports - eithe^r- directly through employment in 
the? export sector or indirectly through the x^eplacement-upgradlng process. 
More importantly, the import of labour causes a strong positive movement in 
the terms of trade during the first tv/o stages of maturity through its 
dampening effect on both factor pric^ and goods price inflation- ^ This 
does of coux^se strengthen the competitive situation of the receiving 
country. While the effect on factor pric<» inflation may be assumed to 

be neutral in the third stage of maturity, the d^iflationary effect on 
goods price inflation remains significant, thus maintaining some of the 
positive development ^In the terms of trade* 

98 • Furthermore, in a disaggregated model one must accord most of the 
dampening and deflationary effects to the secondary sector and most of 
the immigrant- induced wage pressure to their infrastructural requirements. 
Manufacturing oxports, therefore, cohtin-'e to draw a disproportionate 
benefit from the employment of foreigners in terms of export prices. The 
greater adaptability of the receiving country's labour force achieved 
through bottleneck relief, better capacity utilisation, overtime, and 
shorter delivery times.- in conjunction with the general deflationary 
impact on goods prices', enables the receiving couj^i^y to respond Tiiore 
effectively to changes in comparative advantage. ' From the viewpoint 
of the labour sending country this means that it suffers under a permane-it 
disadvantage whicih derives from its ovm emigration. In other words., the 
beneficial effect^:;" of labour" import under conditions of external turnover 
widen the cprnpetitive gap between the sending country and the receiving 
country. While the latter is dependent on the former for its prosperity, 
the former becomes ever more dependent on the latter for the export of its 



E.J. Mishan and L. Needlernan (1966b), p. 36, and K. Jones and A.D. Smith 
(1970), p. 156, asiiumo average per capita proportions* It is interest- 
ing to note that evv "i for countries associated with the f»^aditional type 
of family Immigration such as Australia, there is no negative influence 
on imports, cf. J. Kmenta (1966), and the critique in J.H Duloy (1967), 
p,232. 

In a closed labour market export prices would soon come under pressure 
with negative repercussions for the balance of trade and the balance of 
payments and possibly depressing effects on the economic development as 
a whole. 
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These results contrast stisAroly witih lhos<? of Mishan and Needlernan who 
presuppose a one-way rtU.c^tionship between domestic output and exports: 
"... there is ho evidence that my of the increase in output (deriving 
from immigrants) would b^a exported/^ (1966b), p. 37. They then go on 
to say: . . we have assumed that the whole of the immigrants' output 
is available for the home market. Should any proportion be exported, 
the larger this is, the less advers(i: the immigrants* effect on the balance 
of payments. But at the same time, the longer will it take for their 
domestic supply to offset the domestic demand they generate'\ ibid., 
P.143/U. On the other hmcl, ^'ivev); Swiss authors not known for their . 
favourable dispo£.ition towc/vds foreign workers have maintain^id that the 
desirable export effects, which they admitted, outweigh any undesirable 
currency losses. See e,g. W. Wittmi.nn (1962), p. 279, and Th. Keller 
(19(33), pp. 3U8-9. See also fn. 87 above. 
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labour surplus. Obviously the only v;ay to alter this situation is to 
bring the work to the wo.^;ker. * 

oq 

.In effect, remittances can be seen to be a. vehicle of this feedback 
effect, "It is an old rule that currenqy which flows abroad has* the 
tendency to return in the form of increased demand 'for goods and services," 
Recent research has shown a negative relationship between the r^ate of growth 
cf remittances from Germany to Greece and the rate of growth of the trade 
deficit between the two countries,' i.e. increasing remittances paid for a 
decreasing part of the growing trade deficit, "Here the function of . 
remittances becomes clear. They not only satisfy tM needs of the* popula-* 
tion which stayed at home,^ they also satisfy the demand for higher consumer 
goods which have to be imported from abroad. Empirical surveys show that 
in the beginning remittances serve to feed the families and to provide them 
with the most necessary household goods. Afterwards they are used for' 
buying consumer durables, such as refrigerators, washing machines radios , 
furniture, etc., and only then for the acquisition of land, a house (and so 
on) • . . The picture of a foreign worker who drives home during his 
holiday in his o;^ car is not a rarity any more. . • . Foreign vorkers 
help to cover the existing trade deficit of their country of origin towards . 
their country of employment but they also contribute to the widening or at 
best the maintenance of this^^gficit through their steadily growing demand, 
and that of their families," < 



S. Balke (1966), p.l73/'l. See alsoC. RosenmOller (1970), pp.23i^ -4. 
• K. Jones and A.D. .Smith (1970) regarded their own estimate that half 
the remittances v/ould return as export demand as on the hi^h side, sse 
p. 157. 

H, Nikolinakos (1971b), p. 787-8. 



(d) Capital Deepening and Capital Widening - Productive Capital 



100. Target workers are not in the possession of a significant amount of 
personal capital at the moment of immigration that could be used to finance 
additional productive assets* Indirectly, however, contemporary polyannual 
migrations in Europe seem to have attr^acted overseas investors. But assum- 
ing that this was of no significance, how true is the traditional deduction • 
that labour import retards capital deepej^gg and thereby inhibits the long 
run determinant of real economic growth? *'This raises a question in^ 

which our ignorance is profound. The steady level of wages did not inhibit 
rapid technological change in Britain in the period from 1815. to 1873, nor 
did rising wages after the latter date prevent the slowing down of techno- 
logical progress up to World War I. More currently . * • Britain has had 
a. relatively slow rate of increase in productivity with a limited labor 
force and rising wages, whereas Germany has been able to shift smoothly 
from capital-widening to capital-deepening as called for by the classic, 
mechanism. In France, technical changes seem to have been relativ^^ily 
independent of the labor position. In Switzerland it may be true that the 
availability of large numbers of foreign workers prior to 1964 slowed down 
the movement toward automation and more capital intensive methods, but the 
evidence is far from complete." The validity and reliability, of the 

traditional deductive reasoning could also be questioned by reference to 
the ei^.jjirical fact that in post-w&r Europe the .growth of the If^g^^ force 
has effected p'roductiyity increases in the receiving countries and by 
reference to the situation in the sending countries .where a superabundance 
of labour has not hindered the setting up of the most modern capital-intensive 
equipment. What accounts for this gap between theory and practice? 
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See e.g. U. Harms (1966), p. 280: "The changes in the structure of 
industries and firms which are necessary for the long term growth of the 
economy, especially the continuous substitution of labour by capital 
which provides pix)ductivity advances, are economically not enforced to 
the same degree with easy availability of foreign labour as with a closed 
labour market. The elimination of marginal firms and unprofitable produc- 
tion processes is delayed. These delaying effects in the structural 
change of the economy must doubtlessly be regarded as negative because 
they hinder growth.'* In erfect, ''an influx of additional labour does not 
itself pr event the adoption nf a labour-saving device: the influx must 
be such as to cause a sufficient rise in the price of capital; Conversely, 
no shortage of labour in such an economy will of itself encourage the 
adoption of known cost reducing labour-saving devices J' E.J* Mishan 
and L. Needleman (1968), p*515 note 2. Ibid.: "No casual observer of 
the U.K. economy would find it hard to believe that some cost-reducing . 
labour-saving innovations are fairly readily available but which, either 
for institutional reasons (peaceful labour-management relations) or 
because of the force of inertia, are just not adopted.^*' 

CP. Kindleberger (1967), p»?03-4. For the Swiss situation see also 
Bundesamt . . . (1964), p. 101 et seq , 

The U.N. Economic Commission for Europe (j.964), ch.II, n.l8 p. 13, found 
that ''^ach 1 per cent increase in labour force is associated with an 
additional 0.39% increase in labour productivity.^* H. Gierscn Cc.me to 
a' similar result for the 1950- 19G5 period in Germany, see V. Merx (1969), 
p. 34 et seq> , and (1972), p. 4. i 

Cf. G. Schiller (1971), p. 182 :t seq . 
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^0"^ • In the first place it is often not appreciated that capital widening 5 
toojleads to productivity advances in the form of rationalisation of the 
production process. Capital widening through the expansion 'of existing 
capacity or the setting up of new f inns implies that the most, up-^to^-cjate 
machinery, etc.;, is installed. ''Employers,, if they, invest, always 

effect the most econcnrtical solution for the producljjn process, regardless 
of whether additional labour is available or not.*' 

< \ . . 

"^02. Secondly,, labour impc^rt helps to realize economies of scale, at least 
in the short run. 

103 • Thirdly, the additional labour market flexibility deriving from the 
external turnover of the foreign- workforce makes itself felt in sji^^ficant 
productivity advances, especially in periods of slack employment. 

104. Increased capital deepbning in a closed labour market, on the other 
hand, would demand a higher mobility from the indigenous work force and a 
faster disappearance of marginal firms - when, as we have $hovm, it is the 
socio-economically determined lack of geographic mobility of indigenous 
workers and in particular theijlr movement out of socially undesirable jobs 
which causes the immigration i.n the first instance and when it is well 
known that competitive problenf^s are likely to be "'solved'! by subsidies. 
Marginal product. .-^s, incidentally, are by no. means confined to the low 
productivity sector, and any wage pressure 'relief they obtrain through 
labour. import is only momentary and does not chan^ their structural situa- 
tion. ' Increased capita^ deepening would presumably also entail greater 
imports of capital goods. kf the demand for capital goods could not be 

satisfied quickly enough, this might well cause prices to rise and produc- 
tion to stagnate. And lastly, Isince the third stage of maturity, i.e. 
when foreigners ar-i concentrated^ in manufacturing in general .and therefore 
in capital goods industries as wkll,. the receiving country could J^^te 
literally not produce the required capital goods without immigrants. 
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Cf. A. Nydegger (1953), p.3;2G 
that embodied technological pi 

C. Ftthl (1967), p. 126. See al 
Doeringer and Michael J. Picre 
industries introduce labour sa 
labour market citua^lon except 
major hurdle. 



A.N.E. Jolley (1971), p. 56, also emphasises 
)gress tends to be under-measured. 

so the instructive chapter 6 in P.B. 
(1971), where it is shown how manuflacturing 
Yinj3 techniques without bothering al^out the 
when manning new machinery appears as a 
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V. Merx (1969), p. 126, also attribute's the flexibility element with 

rical evidence see G.C. Schmid (1971). 



productivity gains. For empii 
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Cf. K.-H* Homhues (197Q), pp. 86-6. 
Bundesamt . . . (196!4), p. 105-6.^ 

In Germany foreign workers are over-represented in capital goods indus^ 
tries compared with total m?nufacturing, see V. Merx (1972), Appendix 
table 23. 

One could 'even speak of a. desirable effect of the employment of foreigners 
on the trend towards capital deepening The relatively strong employment 
. . c in the capital goods industry has surely contributed decisively to 
the Tact that this industry was able to satisfy almost compl tely the 
strong demand for new machinery during the last years.* S, Balke (1966), 
p. 173. See 3l^o M. Nikolinako^ (1971a). 
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105 • What influence is immigration likely to have on the investment 
decisic.iS of e.aployers? Private employers are basically guided by trends 
in marl et dr velopnients. Markets are largely influenced bv per capita 
income cc^^ges and by the growth of the pop^l^tion itself.. Matured 
immigrations raise real per capita wages faster than in the absence of 
immigration and net immigration of course incre/ases the population. 
Therefore, labour immigration tends to increase!^he propensity to invest. 

106 ♦ Increased general propensity to invest does not /Hecess^arily lead to 
a differential propensity to capital widening or deepening,, especially if 
one bears in mind that macro-economically the net ^addition to the labour 
force amounts at most to 1-2% of the labour force' and to a slightly lower 
proportion in relation to the total population (and to an even lower propor- 
tion in relation to final demand). What is riationally a small and gradual 
addition to a highly fluctuating- quantity n)^y, however, be more pronounced 
in various regions' and sectors .of the economy. 

107 • Yet to condemn any capital widen^g as being a priori detrimental, 

is to clamour for an abstract not im)/of profitability which has- no counter- 
part in thii varied realities of egmomic life where industrialists always 
chpose the most cost reducing ty^ie of investment ^elj^g^^ their circum- 
stances irrespective of the labour market situation. 

108 ♦ Moreover, the pure mp^ls' of economic theory abstract from a reality 
where *'the innovations mi^ht not have been made which enable one to make 
t]ie most desirable inves,€ment . . . the supply of the necessary investment 
g'bods and services is laab/le to be slow due to the conditions of persistent 
heavy deman:' and hencybottlenecks . . ;. e^en if the innovations have, been _ 
made and the finance /s available, a considerable time lag inevitably occurs 
between the realizat/on that a project is feasible and its being brought 
into operation* This time lag cannot just be discounted, for the system 
has to keep, going in the tneantime. In the long run clearly the answer ||g 
to be found in new techniques, but we live in th6 perpetual short-term/* 

109 • Much of the theoretical reasoning seems to be guided by t^e picture 
of corporate giants like IBM or General Motors which can afford to trade 
off short-term against long-term profitability. Bjji^Qthe vast majority of • 
private employers does not fall into this category, and smaller employers 



Cf. K. Jones and A.D. Smith (1970), p.l25,^and V. Merx (1969), p.2U. 
Cf. above p. 52. 

P. Jenner (1966), p. 114/5. See' also the similar reasoning based on . 
extensive interviews in Bundesamt . . . (196H), p.lOH (where the 
intriguing idea was put forward that temporary abstention from immed- 
iate introduction of new technology might enable one to skip inter- 
mediary steps of the technolog-^cal development, i.e. to save capital). 
D. Maillat (1972b), p/21, also stresses the inhibiting effects of time 
lags* 



D. Maillat (1972b), p. 21, emphasizes the small size and family owner- 
ship oV many Swiss businesses. 
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and their financiers are reluctant to incur delays arising from the intro- 
duction of capj.^^1 intensive processes, especially under conditions of 
rising demand. 

^^Ot Lastly,, the traditional deductive approach does not even consider that 
new capital investment may be induced by the availability of immigrant labouTt 
New equipment is often too expensive to be worked only a standard working 
week and it^^^st be employed as intensively as pn'isible thus necessitating 
shift work. While indigenous labour's reluctance to take up shift work 

could in many cases only be overcome at a cost which would mak^gthe under- 
taking uneconomic, this does not hold true for target workers. . Therefore, 
"a rise in wage rates, especially for shift work, would have had an inhibit- 
ing effect on the rate of new capital inv^.^stment and it would have been 
cheaper to use older machinery. 

In summary it could be said that if in the short-term situation the 
most economical type of investment is affected regardless of labour market 
pressure, if economies of scale are realized, if productivity advances are 
gained through increased labour market flexibility, if there is a greater 
propensity to invest but not necessarily a differential propensity to 
widen or deepen, and if the short-run constraints of the situation inhibit 
the introduction of labour-saving techniques - then it is presumptuous to 
translate this into a perma:'ient retardation of real growth. The continuous 
short-term productivity gains, v;hich increase national wealth all the time, 
outstrip the gains* obtainable from a hypothejjgal switch towards greater 
capital deepening in a closed labour market. Even though one may find 

instances where availability of foreign labour and a tendency to capital 
widening are linked, sucn t,s in quai^rying and construction for exewnple 
(and whether or not this matters in terms of international competitiveness), 
the questions which have to be answered are whj^^er the benefits derived 
from labour import outweigh the disadvantages, and secondly, whether 
the competitive process is blunted by the availability of labour or by some 
other factor such as the rapid expansion of final demand which enables firms 
to shelter from the winds of economic change. 
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A leadf.r of Dutch employers reiterated that **the replacement of manual 
labour by more sophisticated machinery, because of the relatively lower 
wages during that tim'i did, in many cases, not show a reasonable pay-out 
time." J. Barentsz (1972), p. 22. American manufacturing industries 
seem to be characterised by a pay-out period of 2-3 years, see P.B. 
Doeringer and M*J. Piore (1971), n.l2 p. 125* 
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B.G. CoheL and P.J. Jenner (1968), p.5U. See also above p.ll« 

" Ibid. See also M. Peston (1969), p.6U4. 
12 U 

B.G. Cohen and P*J. Jenner (1968), p. 55. 

125 

V* Merx (1959), p*70, also suggests that the gains outweigh the 
productivity losses. 

126 

For the construction industry both the Swiss commission (Bundesamt • • • 
(19r>4), p. 102-3), and W. Steinjan (1966), p*13, answer the question in 
th<9 aff ifT^mative* 



ERLC 



98 



112 • Given this overall evaluation what are the specific effects of labour 
import on capital deepening/widening with respect to the self- feeding 
migration stream in a disaggregated model? At the beginning we find that 
foreigners are solely engaged on work places vacated by the indigenous 
population. This is usually of little importance to manufacturing 
industries because the initial demand for foreign labour generally origi- 
nates in the agricultural or service sector or in construction* The re- 
placement of indigenous workers in vacated v/ork places means that immigrants 
do 1121 cause new investment expenditure in terms of productive capital, 
whether or not there is general excess demand for labour • (One could 
arrive at a different conclusion only by mistaking cause for effect .) Alsc^ the 
amount of resources set aside for the renewal of equipment (i.e. apart from 
deepening or widening) will not differ simply because the nationality of 
the worker has changed. These work places, moreover, have a generally 
low capital endowmtnt (i.e. cleaners, auxiliary v/orkers, etc.y. The fact 
that indigenous workers tend to move out of low paid/low productivity jobs 
into high wage/high productivity jobs does in itself constitute a gain of 
productivity. 

1i5t Sooner or later the manufacturing sector will be drawn into this 
process. Here, too, indigenous wox-^kers begin to leave socially undesir- 

able jobs and move either into high wage sectors or out of manufacturing 
altogether. The same happens with school-leavers who begin to shun even 
high wage and/or expanding industries in preference for the social status 
of service employment. Consequently, the existing (highly productive!) 
capital stock could not be used fully and growih potential of the economy 
would have to be wasted if foreign workers could not be engage^ instead. 
Initially this process may hit the low wage manufacturing branches hardest - 
and it may well lead to the first instances of immigrant-induced new invest- 
ment on the pattern Cohen and Jenner described. Gradually it will affect 
all branches, whether high v;age or low wage, growing or declining in employ- 
ment . N atural wastage, net out-movements to the service sector and dis- 
pro portionately low number s of indi genous new e ntrants cannot be recovered 
by productivity under conditions of high demand and therefore require the 
immigration of foreigners . While the bulk of the immigration may still 
be of the vacation -replacement type which does not entail new capital 
expenditure, the rest becomes increasingly involved with the ongoing 
expenditure of capital in manufacturing - not necessarily with capital 
widening, but with a capital stock which is fast developing and which would 
be underutilized if it failed to attract enough workers. 

In the final stages of the self -feeding process the employment of 
foreigners in vacated work places is accompanied by the employment of 
foreigners in work places necessary for the satisfaction of immigrant- 
induced demand. The latter certainly causes new capital expenditure, 
though there is no a priori way of knowing the incidence of capital 
widening vs. capital deepening. But what is equuxly certain is that if 
immigration w^ire curtailed, the given highly productive capital stock 
could not be worked economically^ which would mean a corresponding loss of wealth, 
Surely, it is putting the cart before the horse under these conditions 



Cf . above p. 11 et aeq . 
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to speak of tht: capital requirements of immigrants. Rather one should 
speak of the labour requirements of capital . 

^"^^^ In looking for empirical evidence ona is first attracted by the 
example of Switzerland where the problem has been most hotly disputed* 
The OECD Economic Survey of 1967 states: "The years of a sharply accelera- 
ted rise in employment (1961 to 1963) saw a significant fall of productivity 
advances, and, conversely, the period of virtual stable labour input (1964- 
1966) an even more pronounced upturn . • . The repercussions of the loss 
ample labour supply on productivity have been particularly important in the 
industrial sector, which had most heavily drawn on foreign labour during 
the early sixties . . . Given the virtually unchanged wage trendy 
the accelerated rise in labour productivity has been associated with an 
improvement of the cost position of the Swiss economy . . . V/hile the 
favourable repercussions of the new foreign labour regulations on labour 
productivity and costs can hardly be disputed, it is by no means certain 
whether the overall domestic output/demand balance has also been favourably 
influenced ... On the production side there is, however, little doubt 
that, despite increased labour saving investments and the more economical 
use of available manpov/er resources, the growth potential of the Swiss 
economy has been reduced, notably after the initial benefits from the 
adaptation period had been passed. On the demand side, the expansion of 
total private con9umption has been curbed because of the stabilization of 
employment and the weaker growth of total population which should also 
have produced a dampening effect on housing demand and certain types of • 
infra-structural and productive investments ... It would be difficult 
to explain the sharp weakening of the propensity to invest without 
relating it somehow to the changed labour supply situation.*^ Whether 
this allows one to reason a contrario that it was the labour import which 
led to an uneconomical use of labour resources is^ in our opinion, a 
different question. Manufacturing has from time to time undergone a 
*'shake-out'^ of labour in situations where availability of labour, foreign 
or otherwise, played no role. And in Switzerland the unchanged wage 
growth after the curtailment of immigration would seem to indicate that 
the mismanagement of labour resources^was not primarily related to the 
easy availability of foreign labour. What is indisputable, however, 

is the fact that Switzerland's gro^rth of wealth received a severe, and 
more than temporary setback, in absolute if not per capita terms. 
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Cf. E.J. Mishan and L. Needleman (1966a), (1966b), and H.-J. Rtlstow (1965), 
(1966), who assume that all^ immigrants re(^uire capital expenditure and 
that a l l of this will be new investment. The calculations by Mishan 
and Needleman lead them to conclude, **if there is so much spare capacity 
in the economy that less than one-tenth of immigrant capital needs has 
to be met from new investment, then from the first year of the inflow 
there is primary excess supply .*' (1966b) p*U3. Our estimate would 
put the cushion of spare capacity at about 50%. Shift work, for 
example, is a form of spare capacity embodied in existing capital. 
The correspondence between the regional distribution of spare capacity 
and immigration is assured by the entry procedure and well reflected in 
the concentration of immigrants in the industrial conurbations. 

D. MaiUat (1972b), p. 22, reports that labour costs had not decreased 
relative to capital during the period of unrestricted immigration, 
1950-1963. In other words, labour import did not lessen the incentive 
to substitute capital for labour. 

Cf. ibid ., p. 3. 
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116 • In the case of France the indigenous employees increased by 5,5% 
in the secondary sector and by 21 #0% in the service sector during the inter- 
census period 1962-1968 (foreign eimployees » 28.8% and 23.2%, respectively )• 
During this period U68,000 new work places in the still expanding secondary 
sector were filled by Frenchmen and 1,400,000 in the growing tertiary sector 
(foreign workers = 195,000 and 61,000 respectively). Of the total of 
256,000 additional work places filled with foreigners, 9,000 relate to 
textiles and clothing, two sectors where overall employment declined while 
foreign en.yloyment still increased - the sort of situation which would . 
suggest that in France, tog^ foreign immigration may well have induced new 
capital investments here. Another 13,000 of the additional jobs were 

in domestic services, where the total employment figure for foreign and 
French workers declined in absolute terms. Immigrants for those 256,000 
new jobs could have been imported from abroad or have li)ft the declining 
branches of the secondary and tertiary sector (extractive industries, 
metal production, public administration and domestic services). The net 
increase of foreigners in the secondary and tertiary sector amounted to 
231,000. 9,000 of these are attributable to the out-movement from the 
primary sector, leaving 222,000 to derive from immigration and a maximum 
of 34,000 from intra-sectoral shifts (256,000-222,000), always assuming 
that the natural increase of the immigrant population, changes in labour 
force participation and changes from seasonal or frontier status^^^ 
permanent status are negligible. During the period 1962-1967/8 France 
admitted 693,000 foreigners for the secondary and tertiary sector. As 
figure* on net migration are not available, we assume that half of these, 
i.e. 347,000 were net immigrants. The other 347,000 entrants were 

therefore engaged to replace returning foreigners on existing work places. 
(If the average length of stay is 3 years, almost one fifth of the foreign 
work force will have to be replaced every year assuming their work places 
are not abolished or filled by indigenous labour. ) Relating the flow 
figures of 222^000 new jobs to the net inflow of 347,000 net immigrants 
indicates that 64% of the net immigrants were placed on new work places 
(36% on existing work places). Subtracting the domestic service jobs 
(13,000) and new entrants (79,000), respectively, raises the proportion 
slightly to 68% (assuming that no intra-sectoral movements from declining 
industries into the additional domestic service jobs have taken place). 
Conversely, if one takes, into account the total immigration stream, i.e. 
including foreigners newly entering the primary sector and the net out- 
movement there of 9,000 workers, the percentage falls to 57%. Eliminating 
domestic services here raises it again to 60%. Thus, in the French situa- 
tion of still expanding industrial employment, at most two in three of the 
net immigrants (or one in three of the gross migrants) are associated with 
new capital expenditure - though there is no way of knowing whether this is 
related to capital deepening or capital widening. The other third of the 
net immigration is of the vacation-replacement type (while half the gross 
inflow fills the gap left by returning foreigners). If the share of net 
immigration in total immigration had been greater, the proportion of net 
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The following calculations are based on the "Dossier sur 1' Immigration" 
prepared by M. Vidal and M. Sallois for the 6th French Economic and 
Social Plan, and on Annuaire Statistique de la France . 

Cf . footnote 33 above. 

The census date and immigration periods are not completely congruent 
but the bias is the same in 1962 and 1968 and should not result in 
significant distortions. 

A. de la Presle (1971), p. 17, suggests that half of all immigrants to 
France Settle there* 
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immigrants associated with capital expenditure would have been lower. 
For instance, if all 693,000 new entrants had been net oatrf^s®' ratio 
of new jobs to new immigrants would have beea_oae.J.n three. These 
quantities v/ould need to be examined further with reference to such quest- 
ions as how many of the new work places were in bottleneck situations and 
how many have been associated with new machinery in order to evaluate fully 
the contribution of immigrant labour to France's growth. 

117. In the case of Germany, table 4 suggests that thei^ is no consistent 
relationship between net immigration and capital widening/deepening except 
perhaps for the end of the sixties when speculative money deluged Germany. 
The earlier peaks in demand for goods around 19*39/60 and 1964/|g had also 
induced a slightly greater tendency towards capital widening. General 1^^ 

however, the whole period was characterised by increased capital^intensity 
and a high and slightly increasing level of productivity growth, which 
fully supports our reasoning. 

Table 4: Investment intentions of German employers and net immigration of 
foreign workers, 1956-1970* 





Net 

immigr. 
of foreign 


Foreign 
share of 
increase 


Manufacturing 
(excl. constr. ) 


Capital goods 
industry 


Consumer goods 
(excl. food). 




workers 


in emp- 
loyees 


Deepen Widen Replace 


Deepen Widen Replace 


Deepen Widen Replace 




'000 


% 


9- 


% 


% 


1956 


11 






35 


21 


42 


38 


20 


52 


22 


26 


1957 


19 


3 


50 


33 


17 


56 


31 


13 


64 


21 


15 


1958 


28 


10 


54 


28 


18 


56 


■31 


11 


66 


14 


20 


1959 


?1 


9 


54 


32 


14 


44 


45 


9 


64 


23 


13 


1960 


14C 


39 


49 


39 


12 


41 


49 


10 


66 


23 


11 


1961 


1«*9 


67 


50 


40 


10 


42 


49 


9 


65 


25 


10 


1962 


165 


82 


55 


36 


9 


52 


39 


9 


65 


25 


10 


1963 


106 


53 


54 


35 


11 


58 


31 


11 


66 


22 


12 


196U 


182 


13 


53 


36 


11 


55 


35 


10 


58 


27 


15 


1965 


190 


83 


47 


40 


13 


41 


40 


19 


60 


33 


7 


1966 


-15 


(100) 


51 


37 


12 


47 


41 


12 


56 


31 


13 


1967 


-198 


(-29) 


57 


27 


16 


68 


16 


16 


62 


23 


15 


1968 


201 




49 


25 


16 


50 


34 


16 


50 


33 


17 


1969 


434 


74 


37 


53 


10 


25 


63 


12 


50 


41 


9 


1970 


400 


78 


34 

1 ■■ 1 


55 


11 


22 




66 


12 


37 


53 


10 



Source* Ifo-Institut fUr Wirtschaftsforschung, and own computations. 
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The French experience of 38,500 net immigrants p. a. associated with capital 
expenditure points towards an absorption of 0.1% of capacity, whereas 
E.J. Mishan and L. Needleman (1966b), pp.40 and 43, assume the equivalent 
of 1% of the existing capital stock. 

See also K.-H. Hornhues (1970), p. 138-9. His results for the 1960-65 
period point to the prevalence of a vacation-replacement process, see ib i d , 
p. 135. In aggregate terms this can also be deduced from the fact that 
the total labour force worked as many working hours at the beginning of the 
mlgratio'i as after maturation, see H. Salowsky (1971), p. 29. 

^^"^ Of. K.-H. Hornhues (1970), p. 137. 

Cf. OECD "The Omth of Output" (l970), p« 35 e t seq . 
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(e) Social Capital Requirements 

1'18# Net immigrants entail demands on social capital - housing, health 
and social welfare services, education and training, water and energy 
su])ply, waste disposal, communications, leisure facilities, administrative 
sei-^vices, and so on. This is not to say, however, that net immigrants 
•'cause" demands on social resources - for they also contribute toN:heir 
financing, and polyannual immigrant populatio^ggactually tend to contri- 
bute more than the average indigenous person • . Moreover, because of 
the personal characteristics of target workers they are likely to place 
a proportionately lower demand on social capital. The net result is 
that the receiving country's fiscal strength- is enhanced enormously. 
This can best be exemplified by reference to the various stages of 
maturity. 

119. In the first stage of a polyannual immigration stream, young, healthy 
and predominantly single workers make scarcely any demands on social capital 

..except perhaps in the field of housing. Where employers have traditionally 
looked after their workers, as in agriculture or domestic service, there 
will be no immigrant- induced demand for housing whatsoever, and the same 
holds true when employers generally are obliged to provide housing for 
target workers (as is the case for officially recruited workers in France, 
Germany, and the Netherlands). 

120 • In the second stage of maturity the swelling numbers of immigj^gts 
are beginning to make themselves felt on the private hbusing market, 
even in countries where employer-provided*accommodation is the norm. 
Here* more and more immigrants, especially those who want their families^^^ 
to join them, leave employer-provided-accommodation for personal rea^ns 
or after changing jobs. Immigrants who are not subject to the official 
procedure land of course straight on the private housing market. The 
fact that unaccompanied married workers have joined the migration stream 
does not alter the almost unnoticeable effects associated with single 
worker migration. Both kinds of target workers are originally inclined 
to live at near subsistence level in order to save money and neither 
causes any significant repercussions in welfare services, etc. On the 
housing market they filter through into areas where (a) there is a 
certain amount of spare capacity and (b) where they perceive relatively 
low monetary and social costs, which generally means that they filter 
through to the decaying inner areas of cities and towns or to the out- 
lying bidonvilles. 

121* With the onset of the third stagp of maturity the picture changes 
noticeably. The foreign work force^ls still growing and wives and^ 
children and sometimes other dependents join the breadwinner. The impact 
on the housing market is immediate, although in many cases the strain on 
resources is more apparent than real and softened by the high absorptive 
capacity of the existing stock. The impact is more apparent than real 
because one finds on the housing market the same type of vacation- 
replacement process as on the labour market. With the increasing 
standard of living the native population tends to move out of the decaying 
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See footnote 85 above. 

They are usually barred from public housing on account of either 
institutional discrimination or because waiting lists extend over 
longer period than their duration of immigration* As the latter 
lengthens, more immigrants become eligible for public housing if 
they are not discriminated against on grounds of nationality. 

Cf* W.R. Btthning (1970a>5 p*32, for Germany. 
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inner cities into the suburbs, laavtngJsehind the old and the infirm and 
the sparg^capacity of which immigrants arexaxOy--^ glad to avail them- 
selves.^* 

122. Since the third stage all the consequentifd services - water, leisure, 
waste disposal, communications and administration - come under additional 
strain and often require additional labour input. But most important, 
health and social welfare services as well as child care and educational 
facilities are now affected and need to make room for iiwnigrants. A 
few sentences may exemplify the size of the problem. 

'123. Health and social welfare services first. The favourable age 
structure of polyannual migration streams assures that few immigrants 
need to be cared for in costly geriatric hospitals or other institutions 
for old people. The other side of the coin is that a comparatively 
strong demand on maternity services develops, although even here the 
immigrant-induced demand may be below that of the indigenous work force 
because of the large portion of married immigrants who leave their spQUSes 
behind. Adjustment problems of (both internal and international) migrants 
are sometimes said to raise the incidence of mental illnesses^ but the 
evidence is far from clear. Illnesses occuring in certain sending 
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K. Jones and A.D. Smith (1970) write in their detailed study of the 
British situation : "The most relevant development in the housing 
market was the settlement of New Commonwealth immigrants in the older 
housing stock, near urban centres, vacated by indigenous residents 
or earlier immigrant groups as they moved to more modern housing in 
the suburbs. If no New Commonwealth ininigrants had appeared to 
occupy this old housing stock, one of two things would have happened : 
either the indigenous population would have remained in these old 
houses, or it could have behaved as it did and left. In the former 
case, movement to the suburbs and the demand for new housing would 
have been substantially lower, consequently indigenous residents 
would not have enjoyed such a large improvement in their housing 
standards, but there would have been less, potentially inflationary, 
investment in housing. In the latter, the old housing stock would 
have been scrapped, and an additional demand created for new houses. 
Doubtless, in the absence of immigration, the actual reaction of the 
indigenous population would have taken a middle course, implying 
rather less new housing demand than in fact appeared - and, para- 
doxically, a smaller all round improvement in housing conditions than 
that which actually occurred - but a higher rate of slum clearance. 
There are reasons, however, for supposing that the second of the two 
alternatives would have been the more important, and that most of the 
movement from slums to suburbs would have occurred in any case*', (p. 115) 
"Government housing policy has been directed towards slum clearance 
partly to improve housing standards by means of resettlement in 
better accommodation and partly to liberate space which, being noar 
town centres, it is thought could be made to serve the economy more 
fruitfully. This policy has been substantially retarded by the 
arrival of new immigrants ... The capital cost of the new arrivals 
in terms of old, unwanted, bricks and mortar may well have been minimal; 
but in terms of land usage, an opportunity-cost which seems to have 
been generally overlooked, it may well have been substantial." (p. 117) 
And: "There is no evidence, however, that in setting their (housing) 
targets the governments of the day were particularly influenced by the 
number of new households expected to be formed, with or without account 
being taken of immigration ... In the past, therefore, the level of 
immigration and its effect on the size of the population and new house- 
hold formation can have had little influence on the size of the housing 
programme, which has been largely determined by political considerations 
or by limited resources", (p. 116) 
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countries may not always be detected by medical checks upon entry, but^ 
individual illnesses rarely acquire group proportions. In the receiving 
country the initial unfamiliarity with industrial work affects the average 
accident rates, but with increasing experience and given the favourable 
age structure of immigrant workers the average incidenj^gOf accidents is 
not likely to be higher than among indigenous workers. In toto, th.en^ 

the preponderance of young and able-^bodied immigrants assures that "in 
spite of special factors, immigrants' demands on health arid welfare 
services have been lower than tne national average ' It seems likely 

that this effect will be a fairly long-lasting one."' ,: The same holds 
true for social security benefitJs in the narrow sense. For example, 
greater family size may entail relatively.gr^ater family allowances where 
there is no institutional discrimination, but the fact there are 
always large numbers of married iimmigrant's who leave their children behind 
more, than compensates for this in average per capita terms. And even 
though comparatively greater numbers of immigrant workers may receive 
unemployment benefits during times of recession, provided there is no 
institutional discrimination and assuming export of unemployment to be 
negligible, the net contributions to retirement, widovr and health pensions 
more than redress the balance. "Benefits are some ten times as great for 
the old as for the rest of the population ... So for the whole immi- 
grant population the average benefit per head in 1961 was only some 60 
per cent of that for the total population, falling to 56 per cent in 1966. 
In 1981 it would be some 62 per cent on the assumption of no further net 
immigration; but, assuming immigration continues, the average benefit j^^g 
would then still be only 56 per cent of that for the total population." 

12^. yith regard to child care and educational facilities the balance 
16 more even - though only if one disregards the enormous savings accruing 
to the receiving country through the immigration of people it did not have 
to school. First generation immigrants from different ethnic backgrounds 
and particularly their children require special teaching in the language 
of the host country. Here greater family size magnifies the problems. 
Similarly, the high degree of economic activity among target workers means 
that foreign women m^ induce relatively more demand for child care facilities 
than indigenous women. On the other hand, the subproletarian existence 
excludes immigrants from a proportion|JJ^ participation in the highly 
expensive sector of higher education. So, when K. Jones and A.D. Smith 
conclude that outside the sector of higher education the overall cost of 
education per head of the population was 7% higher for immigra|jt families 
in 1961 and 37% in 1966 than for indigenous British families, the 
figures need to be scaled down drastically in order to arrive at a true 
overall evaluation. 
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See U. MehrlSnder (1969), p.5^ et seq . , and H. Salowsky (1972), p. 30 
et seq ., also generally S. Bullinger et al . (1972), p. 209 et seq . 

K. Jones and A.D. Smith (1970), p. 101; see also ibid . , p. 118 for 
hospital usage in Britain. 

Cf. U. Mehriander (1969), p. 85, and H. Salowsky (1972), p. 15 et seq. ., 
for Germany. 

K. Jones and A.D. Smith (1970), pp. 10^-5. 
^^'^ Cf. W.R. Btthning (1972c), pp.23-^. 

K. Jones and A.D. Smith (1970), p. 103; but see also ibid . » p.l20. 
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125 • The exact weight of the various factors does of course depend on 

the composition of the immigration stream* As a rule of thumb we would 

suggest that in the third stage of maturity two thirds of newly entering target 

workers consist of married workers » at least half o£.^om will sooner 

or later be joined by their spouses and children. ^8^^"*^ 

ten of th^se will finally turn into permanent settlers. Estimating 

further that about one in ten of both single workers and unaccompanied 

workers are likely to settle in the receiving country, gives a total 

permanent immigration in the region of two fifths of the inflow# 

While the external turnover certainly adds undemanding new migrants to the 

foreign work force, the. replacement of old migrants by new migrants ("rotation") 

effectively by passes the united familiec. Rotation principally affects 

single and unaccompanied workers! 

126» Governments are well aware of the extremely favourable effects associated 
with the first two stages of maturity. These are represented during the third 
stage by the two groups of single and unaccompanied foreign workers. Normal 
external turnover gives these two groups a combined weight of up to two thirds 
of the foreign work force. Governments are apt to understate the extent of 
the permanent settlement and of the immediate capital needs of immigrants 
because, on the one hand, they are unwilling to admit that "rotation^' tends to 
be confined to single and unaccompanied workers and, on the other hand, because 
they are loath to take measures to improve the lot of the "foreigner" for fear 
of arousing political hostility in the electorate. In their desire not to 
forfeit the economic advantages of polyannual immigration, governments also 
tend to rely tacitly on the high elasticity of the absorptive capacity of 
infrastructure. (Infrastructure is generally designed or able to accommcdate 
future needs. You can, for instance, squeeze more people in a house or 
school or hospital than originally designed - whereas you cannot squeeze 
more people into a given work place.) The combination of objectively lower 
requirements by immigrants in a situation of. high absorptive capacity of the 
existing infrastructure- and disinclination to incur the wrath of the elector- 
ate means that governments are likely to spend very little of their additional, 
income on the people from whom they obtained it in disproportionate amounts. 
Moreover, ^ggy spending which is undertaken is likely to be spread over a number 
of years. The receiving country* s finances are, therefore, greatly 

strengthened by contemporaty target worker migration . The more a country is 
willing and able to enforce its original Kon j unk t ur puf f er approach, the stronger 
this favourable effect. Conversely, the more a country is inclined to 



m9 



Cf. above p^Sl-^, and W.R* BBlming (1972), table 4-3 p. 65. 
^^^^ Cf * above footnote 48» 
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See footnote 8$ above for itt)Aigrant-4erlved income* 

See also P.H, Karmel (1953), p. 89, K. Jones and A*D* Smith (1970), p. 107-8, 
and D. Collard (1970), p. 75* Mishan and Needleman, Rtlstow and others 
generally proceed from the assumption that indigenous and foreign social 
capital needs are the same and will all have to be met by new investment 
within a year or two of arrival* In. German political circles it has 
long been maintained that the infrastructural demands of foreigners are 
below those of the indigenous population; see e.g* Deutscher Bundestag 
(1967), p.**; W* Stelnjan (1966), p*12i also U* Mehriander (1969), pa26j 
C* Rosenmttller (1970), p*233; and S* Bullinger etal* (1972), p*168* 
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integrate its immigrant population and to guide rather than follow electoral 
opinion, the more of the favourable effect will dissipate in the field of 
social capital. 

^27» The alternative scenario, however, of a closed labour market where 
indigenous migrants have to satisfy the mobility requirements of the economy 
is unlikely to appeal to the receiving country. This would tend to induce 
much greater social capital outlays without a commensurate increase in 
receipts. The indigenous worker is "likely to expec:: a far better standard 
of social capital and this is likely to be met much more swiftly than with 
the immigrant." 

128. Albeit that the effective requirements of the total immigrant population 
are markedly lower in average per capita terms than those of the indigenous 
population - even in the case of united families as long as their low depen- 
dency ratio, their relative youth and health distinguishes them favourably - 
the repercussions are still extensive in terms of the absolute amount of 
induced demand for labour. This is particularly noticeable because the 
areas affected - housing, education, administration, etc. - are highly labour 
intensive. The Dutch study referred to earlier suggested that infra- 

structural services to immigrant families commensurate with those expended 
for an average Dutch family would turn the desired satisfaction of labour 
demand into an additional demand in the region of one quarter of the original 
demand. The fact that Western European governments do not measure up to 

such exacting standards should not blind one to the fact that the immigrant- 
induced infrastructural repercussions make the satisfaction of labour demand 
with family immigration a vain goal. 



153 

The problem poses itself more dramatically in certain local situations 
than on a macro-economic scale because of the tendency of immigrant 
populations to be concentrated in the decaying inner cities or outer 
bidonvilles of the great conurbations. 

P. Jenner (1966), p. 166. 

155 

Cf. the study on immigrant- induced/satisfied demand of Swiss housing by 
W. Schultheiss (1966). 

Cf. Centraal Planbureau (1972), pp. 23-5. 
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IV CONCLUSION 

129* On balance the receiving country draws a considerable benefit from the 
employment of target workers. Only the most marginal groups of indigenous 
workers would be negatively affected in the somewhat unlikely case of a 
prolonged recession. Potentially, however, the dependence upon the con- 
tinued availability of foreign labour constitutes an important disadvantage. 

130# Essentially the benefits of labour import derive from its external 
turnover. As far as the labour market and production are concerned this 
imparts an element of flexibility which permits smoother adaptations to the 
vagaries of the economic development. As far as social capital is concerned, 
this assures that the effective requirements of immigrants remain below those 
of comparable indigenous populations with consequential beneficial effects 
on the state's finances. The higher the degree of external turnover and 
the lowejgj^he degree of settlement, the more pronounced are the beneficial 
effects. 

151 • Target worker migrations do, however, mature into settlement immigrations. 
In matured migrations the human and social needs of immigrants tend to be 
correlated inversely with their economic profitability, although this need 
not be the case for each single mensure. 

132# Reviewing the issues discussed under narrowly economic criteria it can 
be summarised, firstly, that while full employment or unemployment are not 

subject to a beneficial or detrimental effect as such, the indigenous 
. work force undergoes an upgrading process which in average terms 
leads to higher pay and lower unemployment, although the competi* 
tive situation of marginal indigenous workers may be worsened 
during times of recession. 

3» Secondly, matured migrations play a small role relative to other determin- 
ants of wage growth and income distribution. Basically this role 
takes some of the steam out of the wage pressure and cost-push 
inflation. The aggregate effect is probably compensated in 
absolute term/s by feedback effects in the third stage of maturity, 
but effectively it is still at work because an end of immigration 
would immediately send up wages and prices. This situation 
permits a less inhibited and therefore faster growth of the economy 
and wages. Before long real per capita wages will rise faster 
than they would in the absence of immigration. On the other hand, 
labour import is regressive in relative terms even under maturity, 
although this effect can only be infinitesimal relative to other 
determinants of income distribution. As in the case of v;ages, 
this does not matter in absolute terms because the wealth to be 
distributed has grown faster than it would without immigration. 

• Thirdly, the spreading of the foreign work force into consumer goods 

industries in particular and manufacturing in general significantly 
counters demand-push inflation, even where consumer goods employ- 
ment does not fully reach average levels. This derives from the 
immigrants* low dependency ratio and high savings ratio. In terms 
of international competitiveness it induces a positive movement in the 
terms of trade. But here, too, there are feedback effects through 
remittances returning as consumer demand. The net deflationary 



See also Appendix below. 
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impact on the balance of payments by remittances is cejbtainly 
smaller than the gross outflow of currency and probably much 
smaller than generally assumed. In the private sector, the 
receiving country's export industries probably derive the great- 
est benefit from labour import. For not only do they enjoy a 
continuous comparative advantage but they are also provided 
with greater markets. It would not be too far from the truth 
to say that parts of the export sector import both raw material 
and labour, export the finished product to the countries of 
origin and keep the profits to themselves. It is here that ; 
the export of capital as an alternative to labour import - in 
effect, as an alternative to widening the gap between the ''haves** 
and the ''have-'nots" - appears intuitively imperative. 

135* Fourthly, the preceding conclusion is reinforced by an examination of 
labour productivity under conditions of labour import compared 
with the likely development in its absence. In short, labour 
import enables greater productivity gains to be made than an 
unrealistic switch to even more capital deepening. Equally 
important is the fact that the structural causes of the immigra- 
tion in the receiving country would entail an underutilization 
of the highly productive capital in the industrial sector were 
it not for the availability of target workers. 

136* Fifthly, in average per capita terms the social capital requirements 
of matured immigration streams tend to be markedly lower than 
those of a corresponding indigenous population while the income 
derived from immigrants tends to be higher. Seen in conjunction 
with the fact that immigrant needs are likely to be scaled down 
by xenophobia and spread over a number of years in situations 
of high elasticity of absorption in the existing capacity, this 
enables the receiving country to amass greater means for the 
distribution of wealth and the erection of new infrastructure 
than would otherwise be the case. 

'137* In summary it could be said that polyannual migration r^treams with externa] 
turnover permit a smooth running of the economy at high growth rates and 
that they contribute more to the supply of goods and services than to their 
demand. Consequently they bring about a greater growth of wealth in real 
per capita terms. 

138 • A look into the future suggests that the potential for employment of 
target workers is far from exhausted in contemporary post-industrial societies. 
The secondary sector, which is still growing in some countries due to overall 
population growth albeit that in relative terms it has reached its peak, is 
unlikely to loose its unfavourable image relative to white-collar employment. 
Thus, the whole of the manual work force in the whole of the secondary sector 
is potentially an area of employment for foreigners and the absolute numbers 
of foreign workers may grow there for many years to come. While the service 
sector may approach a threshold of immigrant absorption in some countries 
due to language problems and other social factors, the absolute number of 
foreigners there will grow as long as white-collar employment itself grows* ^ 
Furthermore, second generation immigrants coming from settled foreign families 
are not subject to tlie same limitations as their parents and are therefore 
likely to attempt to push into a wider area of service employment* Even 
discounting this, it is clear that the economics of polyannual immigration 
streams do not put an end to the further increase of foreign workers in the 
foreseeable future* 



er|c 



109 



no 



ERIC 



V APPENDIX 

'139« Thfe additional flexibility imparted to the labour market and production 
process by labour import can be assessed in a generalised way by comparing 

potential inter-generational flexibility of the national labour force 
with the potential flexibility deriving from a foreign labour force under 
varying degrees of external tumover t whereby external turnover is defined 
as the sum of the rate of entry and the rate of return. 

140. For simplicity's sake a stationary national labour force is envisaged 
with a constant degree of intra* generational mobility (i.e. occupational/ 
indastrial/regional mobility and movements in and out of the labour force). 
A working life is counted as 40 years on average. 

141 . During one year this labour force could enjoy a maximum additional 
mobility ("flexibility") of 5% if all the jobs which are vacated by nationals 
leaving the^^labour market (-^a 2.5%) were abolished and if all newly entering 
nationals (^^s 2.5%) were employed on new work places. This 5% flexibility 
potential would decrease to 2.5% if only half of the vacated jobs were 
abolished (and half of the new entrants were employed on the remaining 
vacancies) or to 0.5% if only 10% of the vacated jobs were abolished (and 
90% of the new entrants were employed on the remaining vacancies). In 
other words, the maximum inter-generational flexibility potential of the 
native labour fcrce amounts to 5% p. a. and decreases proportionately with 
the extent of flexibility which is not realised . 

142. This cao be compared with the potential and the actual flexibility 
effect deriving from a foreign work force of a given proportion of the total 
work force under varying rates of external turnover. For example, if the 
share of the foreign in the total work force were 5% and if with a return 
rate of 50% and a rate of new entrants of 50% exactly half of the foreign 
force were exchanged, the maximum flexibility potential accruing to the 
l abour force as a whole would amount to 5% p. a. if all the jobs which are 
vacated by foreigners leaving the country of employment (50%, or 2.5% of 
the total work force) were abolished and if all newly entering foreigners 
(50%, or 2.5% of the total work force) were employed on new work places, 
i.e. newly erected work places or work places previously filled by indigenous 
workers who are undergoing some form of Intra-generational mobility other 
than withdrawal. The following tables (case a, b and c) illustrate this 
potential effect for different sizes of the foreign work force and for 
differing situations. Case a refers to a situation of complete excharige 
under hypothetical rates of external turnover (as in the foregoing example). 
Case b. shows the situation under a constant rate of return which might be 
assumed to obtain in the third and fourth stage of maturity under normal 
demand conditions. Case c refers to a situation of net immigration in 

the region of 50% of gross'*'immigrai-lon. With the foreign work force ■ 
standing at 10% of the total and a return rate of just over one fifth, the 
maximum flexibility potential due to the import of labour is considerably 
higher (6.5%) than the one deriving from inter-generational mobility of 
the indigenous population (5%). 

143. For net immigration we can also introduce some more realist 'c 
assumptions on the degree to which vacated work places are abolished. Case 
d is comparable to the above second alternative of actual inter-generational 
flexibility in that only 10% of the vacated work places are abolished. The 
table for case d shows that the realized flexibility decreases strongly 
compared with cases a, b and c (the results for a, b and c are the same in 
each column as only the composition of the external turnover has been varied 
but not its extent). Finally, because of the specific structural determin- 
ants of the employment of foreign workers we cannot attribute to the whole of 
Inflow which is not used for filling the gaps left by returning foreigners 
a flexibility effect. Some part of it be directed to work places 
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vacated by the indigenous population. Case e assumes that one third of 
the gross inflow or two thirds of the net inflow (given a rate ojglget 
immigration of 50%) may b6 attributed with a flexibility effect. One 
third of the net inflow therefore goes to filling places vacated by 
indigenous workers (its f lexibibility effect being nil if vacation is due 
to withdrawal from the labour market). Under these assumptions and given 
a foreign work force of 10% of the total, an external turnover of 35% 
would effect exactly twice the flexibility of inter-generational mobility 
under similar assumptions. Given the socio-demographic situation in 
Europe's highly industrialised countries the real situation would seem 
to lie soruewherc between the cases d and js with perhaps a slightly lower 
degree of net immigration (approx. 40%) and a rate of external turnover 
in the region of 50%. While at a given rate of return a rising degree 
of net immigration increases the extent of external turnover correspon- 
dingly, the additional flexibility is reduced by the extent to which 
returning foreigners have to be replaced. 



Cf . the French example above p* 58-9. 
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Case a; Potential additional flexibility of total work force deriving from stationary foreign work force 
at varying rates of external turnover related to 
varying weights of the foreign work force 



Share of 
foreigners 
in total 
eRployees 


i 

Category! 






External turnover 






1 
i 

' < 


102 


^ ^ ^ 

202 


352 


502 


652 


802 


! 

enter ! 
return 


+5 

"5 


4lO 

-10 


417.5 

-17.5 


425 

-25 


432.5 

-32.5 


440 

-40 


52 


new 

old 
total 


40.25 

-0.25 
0.52 


40.5 

-0.5 
1.02 


aI\ Aft 

•0.88 
1.752 


-1.25 
2.52 


41.63 

-1.63 
3.252 


42.0 

-2.0 
4.02 


102 


new 
old 
total 


40.5 

-0.5 
1.02 


4l.0 

-1.0 
2.02 


41.75 

-1.75 
3.52 


42.5 

-2.5 

5.02 


43.25 

-3.25 
6.52 


44.0 

-4.0 

8.07. 


152 


new 

old 
total 


40.75 

-0.75 
1.52 


41.5 

-1.5 
3.02 


42.63 

-2.63 
5.252 


43.75 

-3.75 
7.52 


44.89 

-4.89 

9,752 


46.0 

-6.0 


302 


new 
old 
total 

r 

1 


4l.5 

-1.5 

3.02 

! 


43.0 

-3.0 

ML 


45.25 

-5.25 
10.52 


47.5 

-7.5 

15.02 


49.75 

-9.75 
19.52 


412.0 

-12.0 

24.02 



**Externa1 turnover** « rate of entry plus rate of return, disregarding sign 

Rate of entry (^^enter**) • new entrants as i of average size of foreign work force 

Rate of return (**return**) « returnees as % of average size of foreign wark force 
•^New** 



Case a 



"Old" 
"Total" 

Single underlying 



Case a 



• iVork places not previously filled by foreigners (possibly newly fonaed 
work places) 

assumes that all foreign new entrants will be employed on "new" 
work places 

• Work places vacated by returning foreigners 

assumes that none of the work places vacated by foreigners wilt be 
filled by new infitlgrdnts 

ti MaxliKUtt flexibility potential, he* "new" plus **old", disregarding sign 

• Flexibility potential greater than that deriving from titaxtniuii inter** 
generational inobitlty* 
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Caie b: Potential addltfona) flexfbJUty of total lork Urot '!'i:'^,rtg • f row ■ c ha natnv'^orttgn- wrk force ifth a constant 
rate of return of 20$ at varying rates of external •ly.-'nover related to vnrylng weights of the foreign »ork 
.fej»ce 



wf loi o u 1 




External turnover 


foreigners 
tn total 




U 


20$ 


35$ 


50$ 


65$ 


60$ 


eiployees 


enter 
return 


m 
m 


m 

-20 . 


+15 

-20 


+30 

"20 


<tA5 

-20 


+60 

-20 




s$ 


new 

old 
total 


m 
m 
m 


m 

-loO 

1.0$ 


+0,75 

-1.0 
1.75$ 


+1.5 

-1.0 
2.5$ 


+2.25 

-1.0 
3.25$ 


+3.'l 

-1.0 
4.0$ 


10$ 


nev 

old 
total 


m 
m 
m 


-2.0 
2.0$ 


+1.5 

-2.0 
3.5$ 


+3.0 

-2.0 
5.0$ 


+4.5 

-2.0 


+6.0 

-2.0 

8,0$ 


15$ 


new 

old 
total 


m 


-3.0 
3.0$ 


+2.25 

-3.0 
5.25$ 


+4.5 

-3.0 


+6.75 

-3.0 
9.75$ 


+9.0 

-3.0 

MA 


30$ 


new 

old 
total 


m 
m 

1 


-6.0 

m 


+4,5 


+9.0 

-6.0 

i5«Sl 


+13.5 


+18.0 

-6.0 



For explanation of categories^ see case a 

Case b differs fron case a only Insofar as the rate of return has been fixed arbitrarily 
but plausibly at 209* The rate of entry vould have to be at least as high as tho 
rate of return before a complete exchange (to the degree Indicated by the fixed > 
return rate) could take place, if the rate of entry lr> below 20}^ the migration 
balance Is negative* If the rate of entry is larger than 20$, net ifliDigratlon 
occurs* 
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Case CJ Potential additional flexibility of total work forco AirlvUm fpod-con&tant. net laolgratlon of 50? of gross 
liiiBlgratton at varying rates of external turnover related to varying weights of the foreign work force 



Share of 
foreigners 
in total 


Category 


External turnover 




102 


202 


352 


502 


652 


802 


enployees 


enter 
return 


-♦6.67 


+13.33 

^ fi7 


+23.33 


+33.33 

••IDtDf 


+43.33 

04 M 


+53.33 

_oc en 




new 
eld 
total 


40.33 

-0.17 
0,52 


•+0.67 

-0.33 
1.02 


+1.17 

-0.58 
1.752 


+1.67 

-0.83 

2.52 


+2.17 

-1.08 
3,252 


+2.67 

-1.33 
4.02 


10$ 


new 

old 
total 


+0.67 

-0.33 
1.02 


+1.33 

-0.67 
2.02 


4^,33 

-1,17 

3.52 


+3.33 

-1.67 

5.02 


+4.33 

-2.17 


+5.33 

-2.67 

M 


152 


new 
old 
total 


+1.0 

-0.5 
1.52 


+2.0 

-1.0 
3.02 


+3,50 

-1.75 
5.252 


45.0 

-2.5 


•♦€.5 

^ -3.25 


+6.0 

-4.0 

j2^ 


302 


new 

old 
total 


+2.0 

-1.0 
3.02 


+4.0 

-2.0 

iiOi 


+7.0 

-3.5 

10.52 


+10.0 

-5.0 

15.02 


+13.0 

••€.5 

19.5f^ 


+16.0 

-8.0 

24.02 



For explanation of categories, see case a 

Case c differs froi the preceding ones Insofar as there are always twice afi tnany new 
entrants as returnants, I.e. a rate of net Ifliinlgratlon Is fixed at 50? of the 
gross Inflow. The rate of external turnover ISf therefore, thilee tines as large 
as the rate of return. 
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Case d: Potential additional flexibility of total work fo": oetiving frot constant net Inmlgratlon of 50J(, 
•here 90$ of the >ork places vacated by returning foreHners have to be filled from the gross Inflot, 
at varying rates of external turnover related to varying weights of the foreign work force 



Share of • 
foreigners 
In totti 
eiployees 



Category 



External turnover 



5S 

15* 

302 



enter 
return 



new 
old 
total 

new 

old 
total 

new 
old 
total 

new 

old 
total 



10$ 



20$ 



35$ 



50$ 



•f6.67 



+13.33 



+23.33 



-3.33 



-6.67 ! 



-11.67 



65$ 



+33.33 



-16.67 



+0.18 I 
-0.02 i 
0.2$ i 

+0.37 

-0.03 
0.4$ 

+0«55 

-0.05 

+1.1 

-0.1 ! 
1.2$ I 



+0.37 

-0.03 
0.4$ 



+0.64 



+0.73 



+1.28 



-0.06 i 



+1.1 



-0.1 I 

■1.2$ , 

+2.2 

-0.2 
2.4$ 



1^ 
i +1.93 

} +3.85*' 



-0.06 



-0.12 



-0,18 



-0.35 



+0.92 



Mi 
+1.83 

2^ 
+2.75 



-0.06 



-0.17 



3.0$ 



-0.25 



+5.5 



jB.Oi 



-0.5 



+43.33 



-21.67 



+1.2 



-0.11 



1.3$ 
+2.38 



-0.22 



2.6$ 
+3.5F" 



-0.33 



3.9$ 

+7.ir" 



-0.65 



+53.33 



-26.67 



+1.47 

-0.13 
M 
4^.93 

-0.27 



+4.4 



-0.4 
4.8$ 



48.8 



-0.8 

ML 



'^terwl lurnoverV^enterV^return" « see case a 



••Old* 



"Total" 

Single underlying 
Double underlying 



m A flexibility effect Is attributed only to 10$ of the work 
places vacated by returning foreigners^ 1«e, these are 
not filled by foreigners. 

^ A flexibility effect Is attributed to 55$ of the gross 
Infloi, ihlch Is available for employment on •^ei" 
work places. (For *nei" cf« case a)» 

m The actual overall flexibility effect Is In the region of 
- of the one calculated for cases a^ b and c. (Cf« case a)« 

« Flexibility effect greater than for 10/5 actual Inter- 
generational ffloblllty. 

• Flexibility potential greater than for 50$ actual 1nter«* 
generational mobility* 
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Case e: Potential additional flexibility of total work if^n: dorlving from constan-VmeVHimrtxii^^m-^ 50!^, 
iihere 90J of the work places vacated by returning foreigners have to be filled from the gross Inflow 
and Db«ret«o thirds of the net Inflow are directed to new work pJaces,, at varv1n9 rates of external 
turnover related to varying weights of the foreign work force 



Share of 


Category 






External 


turnover 






foreigners 
In total 




102 


.202 


352 


502 


652 


802 


employees 


enter 
return 


+6.67 

••3,33 


+13.33 

-6.67 


+23.33 

-11.67 


+33.33 

-16.67 


+43.33 

-21.67 


+53.33 

-26.67 




nev 
old 
total 


40.12 
, -0.02 
0.12 


+0.25 

-0.03 
0.32 


+0.A3 

-0.06 

0.52 


+0.61 

-0.08 


+0.8 

-0.11 
0.92 


+0.98 

-0,13 
1.12 




new 
old 
total 


+0.25 

-0.03 
0.32 


•♦0.49 

-0.06 
0.62 


+0.85 

-0.12 

.1,02 


+1.22 

-0.17 

1.42 


+1.59 

-0,22 

1.82 


+1.95 

-0.27 


152 


ne» 

eld 
total 


+0.37 

-0.05 
0.A2 


+0.73 

-0.1 


+1.29 

-0.18 

t.-52 


+1.83 

-0.25 


+2.39 

-0.33 

m 


+2.93 

-0.4 


302 


new 
old 
total 


+0.73 

-0.1 

Mi 


+1.47 

-0.2 


+2.57 

-0.35 

2.92 


+3.67 

-0.5 

L. . 


+4.77 

-0.65 


+5.87 

-0.8 
6.72 



"External turnoverV^enterV^return" « see case a 



"01d« 
"New" 

"Total" 

Single underlining 
Double underlining 



• see 



case d 



m A flexibility effect Is attributed to 66^ of the 
net Inflow which Is available for employtnent cn 
newly established work places 

« At the given rate of het Intflilgratloni the actual 
overall flexibility effect Is In the region of 
of the one calculated for cases b and c 

« Flexibility effect greater than for 105 actual inter** 
generational (nobility 

Flexibility effect griater than for 50? actual Inter- 
generational ifiobilUy 
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Preliminary remarks 

There are many assumptions concernin^i the effects of 
imi-nigration in host countries. Analysis usually covers the 
advantages and disadvantages of immigration(l) . ¥e did not 
wish to make an analysis of this type since we felt it v/ould 
be more interesting to try and fit the phenomenon of immi- 
gration in with the process of the economic system »s operation.. 
This highlights the structural effects and enables the migrate vy 
phenomenon to be set in the context of economic growth(2). 17e 
shall lay particular emphasis during this study on the opera- 
tion of the Swiss labour market and on the trend of the employ- 
ment structure and the productive apparatus. Rather than 
endeavouring to define precise stages of development ( 3 ) , we 



(1) A list of the various advantages and disadvantages from 
the short-term economic standpoint may be found in the 
article by Vf.A. JtJhr and R. Ruber, "Die konjunkturellen 
Auswirkungen der Beanspruchung auslSlndischer ArbeitskrStft", 
"Revue suisse d»^conomie politique et de statistique", 

No. 4, 1968, pages 375 et seq.j see also the mimeographed 
study by the Central Planning Office, "Economic effects 
of the recruitment of foreign v/orkers in the Netherlands", 
The Hague, March Tj72, 

(2) In most analyses, the structural effects have been over- 
looked in favour of the short-term economic effects. 
But from the point of view of economic policy, it is the 
former which we regard as being more important. See 
J.L. Reiffers, "Le r61e de 1 » immigration des travailleurs 
dans la croissance de la R^publique F^d^rale d'Allemagne 
de lb'58 & 1968", Aix-en-Provence, 1970. W,A. Jt)hr and 
Huber, op.cit., have also analysed for Switzerland the 
effect of immigration on secondary investment, which is 

a way of setting the migratory phenomenon into the context 
of economic growth phenomena, 

(3) However, our study will be found to contain the various 
stages described by ¥,R. BOhning, "The economic effects 
of the employment of foreign workers, with special 
reference to the labour markets of Western Europe ♦s 
post-industrial countries". Centre for Research in the 
Social Sciences, University of Kent at Canterbury, 
Sept., 1972. 
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have preferred usinii as reieronce points the various sta^^'es in 
the short-term economic trend, considering that long-term ^.rowth 
underlies the short-terra trend(l). 

This approach seems realistic since it has often been 
argued that its immigration policy had enabled Switzerland to 
economise in the use of the normal instruments of counter- 
cvclical and growth policies, but also because it v/as quite sooj. 
observed that immigration was becoming increasingly structural 
(permanent immisration)(2). In point of fact, immigration 
policy (which is implicitly a labour market and wages policy) 
has been practically the only instrument available to the 
Government for direct intervention in economic life. Switzerla:..'. 
had thus had a rather unique instrument of counter-cyclical 
policy at its disposal up to IJlO^ when immigration was stopped., 
It has moreover been increasingly felt since then that the 
Goveniioent ought to be given other means of intervention to 
regulate growth. 



(1) "without disregarding the interest for the economic policy 
autnorities to have estimates of certain costs and benefits 
of immigration (expenditure on housing, cost of vocational 
training, repatriation of capital, consumer savings, etc.), 
the economist should more especially consider the forms taken 
by the growth of an economy which imports labour. Thus, it 
is by no means absurd to feel that even if it were proved 
that immigration considerably increased the fixed costs of 
the host econory, it might still be considered desirable 
because of its effects on the development of the other com- 
ponents of economic growth, l/hen at the time of the New Deal 
public works were carried out which were of no great intrinsic 
value for reviving the American economy, there was no cost- 
benefit study which would have undoubtedly dissuaded the 
authorities from undertaking such operations. But we feel 
that immigration raises a similar problem when the economy 
concerned is approaching the barrier of full employment. By 
easing the labour market, it can pave the my for economier. 

in a too deflationary monetary policy, a restrictive budge- 
tary policy and even, as CP. Kindleberger points out, an 
incomes policy." J.L. Reiffers, "Le r61e de 1« immigration 
des travailleurs dans la croissance de la R^publique F^ddralc 
d»Allemagne de 1958 b. 1968", Aix-en-Provence, 1970, p. 51. 

(2) The concept of pernnanent immigration should not only be 
understood on an individual level. As regards inf rastruc tui-e . 
for example, the permanence of the migratory flow is cjust as 
important as the shorter or longer stay of the immigrant in 
the host country. 
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In spite of the interventionist natui-e of this Swiss 
labour market policy, it has never been seriously challenged, 
at least as long as it remained a general policy. As its 
main advantage v/as that it could act as a wa^os policy, it 
was quite logically accepted without too much reticence by 
the private sector, since it did not have the compulsive 
character of so many other direct interventionist measures 
which offend the principle of freedom to engage in trade and 
industry. Besides, it is usually agreed that official inter- 
vention on the labour market is justified in difficult situa- 
tions, for example when cost inflation has to be stopped, so 
that this attitude is not peculiar to Switzerland. 

The changes in immigration policy, like the rate of 
immigration, were determined by short-term economic trends and 
little attention was paid to their long-term consequences, 
although the latter are what matter in the end. Given the wav 
in which thu Sv/iss economy functions, this was only to be 
expected » since it is mainly the jprivate sector which decides 
the priority of requirements. Meanwhile, with the arrival 
and permanent settlement of ever growing numbers of immigrants 
in Switzerland, the cost of immigration to the community 
gradually began to make itself felt, although its full extent 
was not realised or recognised until after 10S5{1), Once 
aware of the fact, the authorities had of course to change 
their attitude towards irmaigration since they were responsible 
for meeting community needs. In addition to this, the Swiss 
economy v;as becoming too dependent on this immigrant labour. 
Thus, up to li>65, but more probably up to lyJO, Switzerland 
aided its economic ^rov/th by ensuring that manpower was always 
in plentiful supply(2)« There v;ere several reasons for this 
policy: 

(1) The inflow of foreign workers took place in a 
micro-economic context and v/as accordingly regarded as a 
factor of production. Moreover, this factor of production 
v/as for long considered to be merely a standby reiserve. It 
may be claimed that foreign labour produced its main effect 
at the level of supply, at least until 1.60, insofar as it 



(1) General considerations on this phenomenon will be found 
in W.H. BChning, op.cit., pages 20 and 21. 

(2) CP. Kindleberger, iJurope's Postwar Growth, The Kole of 
Labour Supply, Harvard University Press, lj67. 
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prevented the formation of bottlenecks (1 ) . This state of 
affairs might have continued if the structural effects resulting 
from the permanence and continual rise in the migratory flow 
had not produced their consequences, especially on demand. Thus, 
as soon as foreign labour became a significant factor in total 
demand (especially for investment in social sex-^vices and infra- 
structure), v;hat held good at micro-economic level no lon^ier 
did so at macro-oconomic level. The unforeseen or unacknow- 
ledged effects of immigration made their appearances the 
interests of the micro-units were therefore no longer in hannory 
with a balanced national economy, either from the economic or 
the sociological standpoint (2). In these circumstances, it 
became imperative for the Government to intervene on the basis 
of a different logic from that which had prevailed hitherto, 
since it was other interests and even other pressures v/hich had 
now to De considered. This led the Swiss to revise their 
immigration policy and hence their labour market policy and to 
abandon their traditional immigration policy-(3). The latter 
has been practically stopped, although the regulations governing 
the internal movement of aliens (geographical and occupational 
mobility) have been considerably relaxed. However, the controls 
on the use of foreign labour have been strengthened by the 
establijshment of "labour distribution boards" (in some cases, 
a timid attempt at a structural policy). 



(1) J.L, Reiffers, op.cit., page 182, concludes his analysis 
as follows J "Short-terra study has shown the essential 
role played by foreign worker immigration in the adjustment 
of labour supply to desired employment, defined: 

- overall, by behaviour on the markets for products and 
on the currency market? 

- at micro-economic level, by a certain ideal structure 
of employment where entrepreneurs can reduce their cost 
function to a minimum." 

See also A. Rossi and IC. Schiltknecht , ' "Uebernachf rage 
und Lohnentwicklung in der Schweiz - Eine neue Hjrpothfese", 
Kyklos, Vol. XXV, 1972. 

(2) This situation might have been avoided if a balance had 
constantly been maintained between the satisfaction of 
private needs and the satisfaction of community needs 
(including housing). But this would have necessitated 
instruments of economic policy which were not feasible 
at that time. 

(3) See V. Lutz, "Manodopera straniera e livelli salariali 
, interni con particolare riferiraento alia situasione 

svizzera", Moneta e CreditOj, 1^63, and D. Maillat, 
"Structure des salaires et immigration", IjSQ, 
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(2) It should not be forgotten that Swiss immigration 
policy v/as only made possible because of the unequal levels of 
clevelopment in the various Buropean economies. This entailed 
the displacement of labour towards the centres of capital 
accumulation. In short, the polarisation effect has operated, 
leaving very little scope for wore evenly balanced development. 
Furthermore, manpower movements have made very little contri- 
bution towards the improved integration of the various labour 
markets, which have each remained subject to their own parti- 
cular regulations. 

(3) The target of maintaining full employment at national 
level only and achieving the highest growth rate as compared 
with other countries has made such an immigration policy passi- 
ble. 

Being incapable of seriously considering methods of 
achieving a more balanced economic growth, the 33ur6pean 
Governments were reduced (or else submitted) to practising a 
"free" market policy which favours certain growth points and 
exaggerates asymmetrical development. 

(4) Another factor is also important in order to under- 
stand Swiss immigi'ation policy. This was the attitude enter- 
tained tov/ards economic growth at the beginning of the »50s. 
At the end of the war, it was realised that reconstruction 
would keep the productive apparatus busy for some time, but 
opi.,j.ons were very divided and very sceptical as to the pros- 
pect of prolonged and permanent growth, and people therefore 
continued to think in terms of business cycles. Immigration 
policy v/as of course geared to this opinion and did not admit 
any idea of a prolonged stay by immigrants in Switzerland. 

People were inclined to think that the same attitude 
was appropriate as in the second decade of the century. The 
foreign worker could not acquire permanent status and must be 
alv/ays ready to go back to his home country as soon as the 
economy showed the least signs of slowing down(l). In these 
conditions, his presence in the country could not harm Swiss 
workers, nor v^ould it make any lasting change in the infra- 
structure . 



(1) The idea was therefore that the immigrant acted as a 

"cyclical shock absorber". See BtJhning, op.cit., page 9 
(Konounkturpuffer approach). 
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Grov/th tr ends and short-term economic fluctuatio ns 
Since I9m 

Like all i/estex^ii .countries, Switzerland's economic gro\vth 
was remarkable after the V/ar, and especially after 1950(1). On 
the basis of real GWP percentage annual variations, it will be 
observed that economic activity fell ap-oreciably in 1949 
I- ^.p per cent) and then resumed its expansion in 1950 and 1951 
U.2 per cent and G.l per cent) owing in particular to the 
Korean v.ar. The end of that war entailed a sharp decline in 1952 
since real Gi^lP rose by a mere 0.8 per cent. In 1953, a fairly 
s-ceady period of growth began which only stopped in 1958. In 
that year, real Gi.;p fell (- 1.8 per cent). Then, in 1959, there 
was a new phase of growth^which up to 1961 was faster than before 
and -Chen average up to 1966. After a pause in I967 U l.G per 
cent), expansion resumed in 1966. But 196y (+ 5.9 per cent) was 
a culminating point since the grovrth rate then began to decline 
1972 )^^'^ cent in 1970, 4,0 per cent in 1971, 4.0 per cent in 

Apart from the situation on the employment market, 
which IS of more particular interest for the present research, 
the most striking features in this trend should be noted: 

4-u o During the 'fifties, and more especially in 1;)60, 
tne owiss economy was marked by a "pronounced growth in breadth 
due to xhe rapid quantitative expansion in the labour and 
capital factors, v/hile the productivity of their employment 
and the influence of technical progress were relatively 
small*' (2). ' 

(2) Although the trend of industrial production (the 
index has only existed since l':;58) has developed on the whole 
in the same way as real GWP, a substantial difference began 
•CO be Observed in the 'sixties. Thus, "the rate of variation 
m industrial production rose from 8.0 to 10.2 per cent, 
whereas GNP fell from 7.2 per cent to 5.6 per cent. This 
demonstrates both the considerable weight of industry in 
Switzerland and the cyclical influence of other branches 



(1) Jacot, "La surchauffe ^conomique" (Economic overheating), 
Lyons University thesis, 1970; F. Kneschaurek, "Perspec- 
tives de 1' evolution de I'^conomie Suisse jusqu'en I'an 
2000" (Swiss economic prospects up to the year 2000), 
Volume 2, St. Gallen, Vj70, 

(2) See V/eber, "Etude pour une politique condoncturelle en 
Suisse", Lausanne thesis, 1,.71, page H95 A. A. Rossi 

and U.L. Thomas, "Inflation in the Post-v/ar Swiss Economy - 
an Bconometric Study of the Interaction betv/een Immi^' ration 
and the Labour Market", Revue Suisse d'^oonomie politique 
et de statistique, 4, l':;71, p. 763? O.B.C.D., Switzerland, 
Economic Surveys, li,67, page 11; J.C. Ardenti and 
J. P. keichenbaoh, "Estimation de la fonotion de production 
CES pour la Suisse", Revue suisse d'^conomie politique et 
de statisti'iue, Ko. 4, 1972. 



such as buildinii, v/here activity proceeds at a specific pace, 
and to a smaller extent agriculture and tourism, which are 
suboect to the hazards of climate" (1) . 

(5) As regards prices, "the long-term trend was rising 
but moderate for the period lu^G-l'^GO. The annual geometrical 
mean increase in GiTP prices between IjkC and 1^*66 v/as about 
2.5 per cent. However, the price rise became much sharper at 
the turn of the 'sixties; during the period l'A0"'lj60 ^ the 
geometrical avei-a^jS rate v/as 1.2 per cent; for the period 
1960-1965, it increased almost fourfold and amounted to 
h.j per cint"(2). This rise became even steeper subsequently. 

Up to l^jGO, "the annual variation in prices was con- 
stantly lower in Switzerland than the average in the other 
ji)uropoan countries, except in 1^53, when it was in the same 
i'egionj moreover, the extremes in Switzerland v;ere as a 
general rule one year later than those noted in O.S.C.C. 
Lurope as a v;hole, which seems to indicate that the rising 
prices in Switzerland were essentially 'imported'. After I960, 
on the contrary, the annual price variation was always hi^^her 
in Switzerland than that observed on average in the other 
European countries, except in i;65, and had its own development 
without any apparent connection with the latter. From being 
impoi'ted before 1>60, the price rise appears thus to become 
peculiarly Swiss after that date" (3). xhe situation was there- 
fore deflationary up to about lj60. 

(4) jSconomic development in the 'fifties, but more 
especially in the 'sixties, v/as marked by the increased impor- 
tance of exports and investment. 

This reminder of the salient points in the economic 
trend between 1j50 and 1>70 must not let it be forgotten that 
a too general analysis does not give the details of the various 
cyclical phases. This* was noted by Jacot when he wrote: "V/e 
have already observed several times that there was a sharp 
change at the turn of the 'sixties in the trend of the main 
representative variables in the short-term economic situation 
in Switzerland v/hen taken separately. This change during the 
course of the economic cycle comes out still more clearly when 
we consider the combined positions of these different variables". 

Up to li^56, economic grovrth was spread fairly evenly 
over the time scale, thanks to recurring cyclical sv/ings, but 
after it v;as no longer so. "The kinds of business 

cycle experienced iu Sv/itzerland after li;53/5> were unlike 
those which had recurred fairly regularly before then: during 
the decade from I'-j^'J to I'jSO, the economy suffered from latent 



(1) Jacot, op.oit., p. 160. 

(2) Jacot, op.cit., p. 164. 

(3) Jacot, op.cit., p. lCi6. 
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overhaating up to 1^61 and ai'tei- lj64, and from blatant over- 
heating from 1:>'61 to 1^64. The new feature after 1.60 was that 
price rises in Switzerland were distinctly steeper than the 
average rises in O.U.C.D. countries, v/hich meant that the Swiss 
economy was exhibiting relative inflation for the first time 
since the Second \:orld '..ar and perhaps for the first time in 
its history" (1). 

Thus, the pressure of deiisand v/as v;ith few exceptions a 
dominant feature of the period 1950-1^:^70. It was also mainly 
after 1:^60 that it v/as strongest and most constant (2). Owing 
to the phenomena of recurrence and the flexibility of the labour 
market, the suiplus demand which made its appearance before l^^CO 
did not entail any substantial inflationary difference, but the 
situation chan^-ed radically in the » sixties. Up to 1>60, the 
elasticity of total domestic supply was relatively great, mien 
we look for the cause of this elasticity, we note that the 
supply of foreign labour is an important factar(3). 



(1) Jacot, op.cit., page 1^6. 

(2) See iiossi and R.L. Thomas, op.cit., pages 763 et seq. 

(3) This^has been observed by several authors. The best knoim 
is of course CP, Kindleberger in "3i)urope»s Postwar Growth, 
the role of Labour Supply". J.L. Reiffers, op.cit., page 35, 
mentions that tor Kindleberger immigration has two bene- 
ficial effects: 

- it enables the rate of wage increase to be lower than 
productivity and also meets the conditions for the simul- 
taneous achievement of both external and internal 
equilibrium i 

- it is responsible for an increase in (or at the very 
least for preserving) the proportion of profits in 
national income which entails a greater propensity to 
save and thereby facilitates the grov/th of investment 
unaccompanied by any unbalancing tensions on the market 
for products. 

On this latter point, the O.lil.C.D. (jiiconomic Surveys, 
Switzerland, 1J72) observes that "between 1950 and 1S'6>', 
■Che share of income from capital in Swiss GI^P rose steadily 
and fairly rapidly at a rate well above that of most other 
O.Ii.C.D, countries for v;hich a similar calculation can be 
made" (page 4.). And againj "the shift in factor availa- 
bilities can alt^o be expected to have an impact on factor 
remunerations. Grov/ing labour scarcity and rising capital- 
labour ratios are likely to increase returns to labour 
relative to those of capital. Despite literally full- 
employment conditions over the last 20 years, this docs not 
seem to have happened in Switzerland" (page 40). 
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Footnote coutinued; 
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Keferenice should also be made here to F. Schaller's art^u- 
ments ("Le rOle de la main-d'oeuvre (Stranger dans 1» Economic 
Suisse" - The role of foreign labour in the Swiss economy - 
Revue syndicale Suisse, 5, 1972, pages 145 et seq.) when he 
v/ritesj "havinti been untouched by any military action, our 
country v/as in a position as early as the » fifties to take 
advantage of the new technology to v^hich the war had given 
birth and v/hich was further developed in the prosperous 
period imiiiediately following the v/ar. The unemployment 
expected when our army was completely demobilised did not 
occur. Although no one was fully aware of it, we were faced 
with a twofold trend with each branch moving at a very 
different pace. On the one side, technology was changing 
at a rate which exceeded anything imaginable during the 
preceding period. On the other side, the population increase 
which is essential for adopting advances in technical pro- 
cesses was by the vary nature of things much slower than" 
would have been desirable, VJe v/ere therefore threatened by 
a profound disequilibrium between the possibility of using 
modern technology and the population figure which, having- 
suddenly become too small, prevented the adoption of modem 
methods of production. 

"This left us a choice betv;een tv/o paths. The first con- 
sisted in sacrificing the use of postv/ar technology and thus 
renouncing high gro\;th for oux' economy and a fast rate of 
increase in our national income j this meant risking the 
rapid elimination of international markets and laying our- 
SQlves open to relative underdevelopment. The second path 
obliged us to make up for the inadequate numbers of our 
population by calling on foreign manpower." Thus, "as the 
adoption of innovation is very expensive nowadays, it is 
only economically justified by much more considerable pro- 
duction than previously. A larger population is necessary 
for this production and the corresponding consvmiption. " 
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2 . Operation of the labour market 

2 . 1 Level of employment up to 1960 

Prom 1959-60 onwards serious strains began to be felt on 
the labour market, as the various indices show(l), but these 
indices are only significant when related to the process of 
geographical and occupational mobility, as we shall see later. 
The fluidity which was a feature of the labour market between 
1949-1958/59 was generally due to the geographical and occupa- 
tional mobility of Swiss manpower. But this mobility was often 
only possible thanks to the immigration of foreign workers. 

The consequence of this abundant undifferentiated supply of 
labour was that Switzerland found itself in the '50s in a state 
of virtual underemployment (unlimited labour supply) . This is 
important as the existence of margins of underemployment enables 
any greater demand for goods and services to be reflected in 
increased production and employment rather than rising prices. 

This period warrants study as immigration was then much 
smaller than after I960 and it was at that time that the machinery 
was introduced which was to govern the »60s and to give rise to 
ney problems. 

Therefore it is not so much the general level of wages 
which should be stressed but the fact that this supply of labour 
prevented bottlenecks from forming and frequently enabled the 
actual level of production to be brought nearer to the desired 
level without too much delay(2), largely thanks to the mechanism 
of geographical and occupational mobility. The influence of this 
abundant labour supply was therefore mainly important for the 
differential trend of wages as between industries, since it is 
the latter which largely determines geographical and occupational 
mobility. 



(1) D. Maillat, "Structure des salaires et immigration" (Wage 
structure and immigration), page 83, Rossi and Thomas, 
op. cit . , page 775. 

(2) "A comparison of 'She variations in the surplus demand for 
labour with the variations in the migratory balance of 
foreign workers gives an idea of the short-term consequences 
of such immigration. Should the immigration of foreign 
workers rise with the surplus demand for labour, we would 
then deduce that the effect of immigration has been partly 

to make up the difference between the product desired and the 
potential product with the available national labour supply. 
In these circumstances, the immigration of foreign workers 
has avoided any restrictive action on behaviour, which action 
usually takes the form of a restrictive financial policy and 
a deflationary monetary policy. In other words, instead of 
having to achieve equilibrium by action at behavioural level, 
this action is taken at input level." Reiffers, op. cit. 
page 104. 
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One can of course presume that average wages have in- 
crease(?. less with iraraigration than without immigration, but it 
is also probable, on the other hand, that inflation has been 
less(1) (at least up to the '60s), Two other aspects deriving 
from this abundant undifferentiated supply of labour are also 
worthy of attention. These are the effects on the capital/ 
labour mix and the increased demand due to the rise in incomes 
and the number of permanent immigrants. However, we shall first 
analyse the mechanism of geographical and occupational mobility. 

2 • 2 formation of "non-competing" groups 

The trend followed by the dynamic of geographical and 
occupational mobility (especially of Swiss workers) was set 
mainly by the policy followed in allocating jobs to new immi- 
grants. As opposed to practice in the second decade of the 
century and to the logical dictates of a free labour market, 
foreign workers were not given jobs indiscriminately in just any 
industry. They were given jobs in accordance with various 
policy criteria aimed (so runs the argument usually put forward) 
largely at protecting the interests of Swiss workers (i,e, at 
^eliminating the risk of competition). It may be noted in 
passing that legal practice has perhaps only covered a de facto 
situation, but this is difficult to prove (2;, 

(a) The pre mises of this policy 

Up to the First World War, foreigners in Switzerland were 
quite free to follow any trade they wished. They were free to 
settle in the country and to work there as self-employed persons 
or in the employ of others. But, as everywhere else, the First 
World War saw the end of this liberal policy of freedom of 
establishment and Switzerland gradually evolved regulations for 
controlling the entry and residence of foreigners, one of the 
objects being to avoid congestion on the labour market. 



(1) "Despite the exceptional pressure in the Swiss labour market, 
the average annual percentage increases in the level of money 
wage-earnings and the cost of living were considerably below 
those experienced by other Western European countries. 

Large injections of foreign manpower into the Swiss labour 
supply appear to have caused a damping down of the rate of 
price and wage inflation. Consequently, the average rate of 
inflation is considerably below that which might be expected, 
given the situation in the labour market," Rossi and Thomas, 
op. cit , , page 761 , 

(2) If Bbhning's arguments concerning the various stages were 
confirmed, they would constitute the beginnings of proof, 
however. He says that the legal regulations governing the 
employment and geographical and occupational mobility of 
immigrants are in fact merely a protective fence to prevent 
too much competition with national labour. But this fence 
is of little effect under the pressure of events. 
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.? Aicx followed np to 1965 

The bulk of permits between 1924 and 1931 were granted to 
seasonal workers, as well as to farm labour and domestic staff. 

During the critical years, i.e. between 1951 and 1939, 
account had to be taken of the reduction in employment capacity 
caused by the non-renewal of expiring residence permits so as 

"^^^ maximum number of jobs for Swiss workers. Since 
Ty45> the cantons are invited only to accept capable workers 
and to sub;ject the issue of a permit to the express condition 
that the employment, as well as the working conditions and 
remuneration, of Swiss workers are in no way compromised by the 
recruitment of foreign labour"(1). 

With the rise in economic growth, foreigners flocked into 
Switzerland so that it was necessary to tighten up the controls, 
in particular by making it more difficult to change jobs, the 
Idea always being that an orderly labour market must be main- 
tained. 

During the years immediately foliov;ing the last war, "the 
employment of foreign labour was distinctly temporary in nature. 
This concept facilitated application of the employment policy 
pursued by Switzerland, which could not be based on continuing 
economic growth and an exceptionally high level of employment. 
It was always necesjsary to ensure that the number of foreign 
workers settling did not exceed the foreseeable requirements of 
business returning to a normal level"(2). 

• .ncr.'^J ^f-^ "^^^^ reason that the OFIMT asked the cantons in 
in 1954 to keep the number of foreigners settling in Switzerland 
at as low a figure as possible. 

* 4. However, it became gradually necessary to bow to the 
facts; although the foreign labour force was subject to con- 
tinual renewal, an increasing number of foreigners had been 
working in Switzerland for many years. Ihe view that immigration 
was merely temporary was very much given the lie, especially as 
the immigrant was beginning to be allowed to settle his family 

m Switzerland, a movement which was also gradually to grow. 

In 1960, the 0?um presented "new directives on the 
admission of the members of foreign workers* families". Now 

the family's entry is authorised at the same time as its head 
or, as appropriate, after a short probationary r)eriod where the 
foreigner takes up an executive position or a highly specialised 
job which IS of particular importance for a firm's economic or 

(1) OFIAMT, "le Probl^me de la main-d ♦ oeuvre etrangfere". Bern. 
1964, page 78. 

(2) OPIMT, op. cit., page 80. 
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technical activity. Por all other workers, it is generally- 
possible to consider that after three years* continuous residence 
in Switzerland their situation has been so consolidated that the 
preliminary conditions on which authorisation of the family's 
• entry depends are fulfilled. In the case of skilled workers, 
entry of the family may even be authorised before three years 
have elapsed" (1). 

However, 1960 and the following years were marked by 
vigorous economic growth and a very tight employment market, 
which encouraged more and more foreign workers to immigrate. In 
order to reduce the danger of inflation, it was considered 
necessary to keep their numbers down. As a first step, employers 
were advised not to increase their total payroll (Swiss and 
foreign) unduly. Then, in 1963, the Government took steps to 
regulate the arrival of new immigrants. It was sensitive to the 
political problems and the first steps taken were apparently 
non-selective in that manpower restrictions were to affect all- 
firms. This non-selective feature soon proved impracticable. In 
the meantime, the measures taken did not improve mobility on the 
labour market; moreover, they made no allowance whatever for 
changes in the structure of emplojnnent. 

Then, in March 1963, the Federal Council passed its first 
Decree "in the light of the unduly large alien population and 
excessive economic growth", which included the decision not to 
grant or renew residence permits or permits to change 3o"bs so 
long as the firm's total payroll (Swiss and foreign) exceeded 
by 2 per cent its maximum level in December 1962. 

Thece measures to restrict the right of foreigners to 
change their dobs further increased the strain on the laoour 
market since they impeded geographical and occupational mobility. 

In 1964, the measures were still further tightened up. 
"The new regulations stipulated that permits for foreign workers 
to reside in Switzerland or change their jobs might only be 
issued or renewed if the employer undertook in writing not to 
increase his firm's total payroll (Swiss and foreign) beyond its 
total size as at 1st March, 1964 or its average size for the year 
1963. The Decree also aimed at reducing firms' payrolls by 
stipulating that residence permits could only be issued to new 
foreign workers taken on to replace outgoing workers if this did 
not raise the total payroll to above 97 per cent of the reference 
figure. But this regulation only applied to firms employing over 
25 persons. Like the earlier Decree, the Federal Council Decree 
of 21st February, 1964 did not apply to agricultural and forestry 
undertakings, private households, hospitals, asylums ana other 
institutions. But all public enterprises were covered by these 



(1) OFIAMT, op. cit., p. 83. 
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measures, whereas m the previous year the Federal Railways, the 
Swiss Post, Telephone and Telegraph administration and the con- 
cessionary transport enterprises were exempt"(1). 

Under the Order of 9th October, 1964, the total payroll 
was brought down from 97 per cent to 95 per cent, of the reference 
iigure. In addition, spontaneous immigration (pseudo-tourist) 
was ended by making employment conditional on the guarantee of a 
residence permit. This meant that workers could no longer enter 
Switzerland by showing a promise of a job or an employment con- 

(2) .?he..J_ 9.63>.1967 twin-ceiling system 

In 1965, it was realised that the arrangements for limiting 
a rirm^s total payroll (Swiss and foreign) were ineffective in 
keeping down the number of foreigners and a system was therefore 
introduced for reducing the number of foreigners (required to 
report to the police) employed per firm. 

The regulations in force until then had limited each 
firm»s total payroll irrespective of the workers' nationality, so 
that Swiss workers leaving a firm could be replaced by foreigners 
provided the firm's total payroll did not exceed 95 per cent of- 
the reference figure. In order to remedy this weakness, the new 
Decreee of 1st March, 1965 set up a twin-ceiling system under 
which: ° 

1 . the ban was maintained on increasing the payroll 
per firm; 

2. a ceiling was imposed on the number of foreign 
staff per firm. 

Firms were obliged to reduce the number of foreign workers 
by 5 per cent (with reference to 1st March, 1963). In the 
building and construction industry, the number of seasonal workers 
was limited to 145,000. 

On 1st March, 1966, a new Federal Council Decree was pub- 
lished maintaining the twin-ceiling system, but modified as 

f oil OWS ! 



1. employers were obliged to reduce the number of 
foreign workers employed by 8 per cent of the 
base figure (1st March, 1965) by 31st July, 1966, 
and again by 2 per cent by 31st January, 1967, 
i.e. by a total of 10 per cent; 

2. the maximum number of workers allowed per firm was 
fixed at the maximum number of workers per firm 

as at 1st March, 1964, plus 4 per cent; 



(1) OFIAMT, op. cit., p. 64. 
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3. frontier workers ceased to be counted as 
foreign workers* 

In 1967» further reductions were made and employers were 
given up to the end of July 1967 to bring down the number of 
foreigners employed in their firms by 12 per cent of the base 
figure as at March 1965 (Federal Decree of 10th February, 196?). 

The required reduction in seasonal workers was only 
10 per cent of the base figure (5 per cent in hotels and cater- 
ing). This concession was justified by the fact that seasonal 
labour has a less noticeable effect on the degree of alien 
penetration. 

The permitted total payroll per firm was limited to the 
number fixed in 1964 plus 10 per cent. 

The quota for seasonal workers in building and oon- 
strucoicij. was now put at 125,000. 

(3) Towards a global manpower ceiling , system 

The twin-ceiling system proved an increasing drag on the 
ecotiomy and was replaced by a global ceiling system for the 
whole of Switzerland and by arrangements for improving the geo- 
graphical and occupational mobility of foreign workers. 

In 1968, it was decided that employers must reduce the 
number of foreigners employed in their firms by 5 per cent, over 
and above the cuts made in 1965, 1966 and 1967, so bringing the 
total reduction to 17 per cent over the whole period from 1965 
to 1968. But it should be noted that seasonal and frontier 
workers were not counted as foreigners, nor were foreigners who 
had lived continuously in Switzerland for at least seven years 
(in 1969, five years). 

The maximum figures for seasonal workers were fixed 
separately for building and construction (115,000), hotels and 
catering (21,000) and other industries (16,000). 

Then in 1970(1) came the global ceiling system. Under 
this system, the authorities were to determine the number of new 
foreigners to be allowed into Switzerland (40,000), after which 
this number would be divided up between the cantons, who would 
themselves distribute the workers among the various firms (in 
most cases, the cantons were to set up labour allocation com- 
mittees) . 



(1) 
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As regards seasonal workers, the numbers allowed in were 
kept at the 1968 level (112,000). 

The regulations on changing jobs, occupations and cantons 
were also amended so as to improve geographical and occupational 
mobility among foreigners. This problem will be discussed in 
the following chapters. 

^ 1971, the total number oH new immigrants was reduced 

to 20,000. 

The results of these various measures in terras of size of 
the foreign population are given in Table 1, which shows that 
their numbers in 1972 were the same as in the jeaxs 1966-68, with 
one important difference: the drop in the number of workers 
engaged by the year and the rise in the number of seasonal and 
frontier workers. Side by side with the drop in the number of 
workers engaged by the year, the number of permanently settled 
immigrants (those with over ten years' continuous residence in 
Switzerland) increased. These two categories accounted in 1972 
for some 600,000 people. 

It should also be noted that every time an administrative 
measure was taken, the problem was which classes of foreigner to 
treat as alien. As a rule, seasonal and frontier workers and 
permanently settled immigrants were left out when calculating the 
number of foreign workers covered by the above Decrees. All 
these difficulties are connected with the fact that the phenomenon 
of alien penetration cannot be tackled simply by controlling the 
entry of foreigners. This explains the growing tendency to adopt 
a policy of assimilating long-term foreign residents in ' 
Switzerland, so that the problem becomes how to reduce the threat 
of too large a foreign population by according aliens Swiss 
national status in one way or another. 

All in all, the principles governing the admission of 
foreign labour have evolved in the absence of any real analysis 
of the trend of the employment structure and the aims defended 
during the »50s. Yet it was already apparent since 1958/1959 
that immigration was becoming increasingly permanent, or in other 
words, structural(l). Various trade associations have of course 
warned private industry and the Government from time to time of 
the dangers inherent in such a policy; the attitude of these 
associations has not been very systematic since it was usually 
a matter of safeguarding micro-economic interests quite inde- 
pendently of macro-economic considerations. This would probably 
not have been the case if the target had been manpower planning 
and certain growth targets, but our system did not in fact permit 
the determination of priorities or orders of urgency. The con- 
tribution of the various industries to GDP has never been 
seriously considered. Yet a forward-looking attitude would have 



(1) See Bbhning, op, cit., pages 22/23* 
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been conducive to a better policy for the allocation of foreign 
manpower. It was only later that the necessity for this wa- 
felt. Mr. Schaffner, an ex-Pederal Counsellor, stated in 
1970(1): "The economy will certainly be obliged to change its 
structures and it is these indispensable changes - Swiss farming 
has already been confronted by this process for some time - 
which will be the main features of our time and the decades to 
come. As for our large industries and businesses with their 
international interests, they will be still more obliged than in 
the past to take on the risk of standing up beyond our frontiers 
against the dangerous competition making its appearance on the 
world front. As has in any event been the case so far, our pro- 
duction programmes will have to be carefully examined and worked 
out. In order to economise on staff, new forms of collaboration 
will have to be found - and they will certainly be found, as is 
already proved by many examples - which do not nonetheless bring 
the independence of each firm to an end. In addition to the 
necessary concentrations - which are not in any case the only 
possible solution - it will be necessary to consider certain 
forms of disengagement by dropping lines of production where out- 
put is not as might be desired and by giving up certain kinds of 
business. Por instance, it is not especially advisable to con- 
tinue producing large quantities of certain day-to-day products. 
What we should do, on the contrary, is to concentrate on the 
production of goods whose high quality we can really guarantee. 
Our motto should be *multum non multa* . What is in fact impor- 
tant for the future of businesses is neither their size nor their 
turnover but the higher quality of their products which should 
be produced as efficiently as possible. We should not therefore 
let ourselves be dazzled by the slogan of increased production." 

In short, this immigration policy conforming to purely 
micro-economic aims has led to an impasse from which it is dif- 
ficult to return as it is no easy matter to set priorities in 
the absence of investment policy instruments in an economy where 
requirements are always determined by the private sector. 

In conclusion, the important factor is the structural 
character assumed by immigration(2) . This aspect emerges 
clearly from the statistics on the average length of stay 
(Table 2) and the rise in the number of immigrants not in gain- 
ful employment ( 3) . 



(1) SDES, Revue des faits de la seraaine, No. 48/1970. 

(2) It is from this phenomenon of the permanence of immigration 
and its impact on the structure of employment and production 
that the necessity for overall action derives. See also 
Bbhning, op. cit., pages 23/24. 

(3) of. "Evolution et effeotif de la population ^trangfere 
r^sidant en Suisse en 1971". La vie Economique, April 197.^, 
pages 192-206. 
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(°) NQn-competing groups 

The general principle goverring the policy on admitting 
foreign workers is full equality of treatment for foreign and 
native workers with regard to pay and working conditions. It is 
generally agreed that this principle "does not go counter to the 
interests of local manpower and therefore preserves industrial 
peace", besides preventing discrimination against foreign workers. 

^ However, another principle also governs immigration 

policy, namely that order must be maintained on the employment 

market. This means that "in examining each application for a 

residence permit, enquiries are usually made as to whether there 

is not a Swiss worker on the employment market or a foreign 

worker holding a permanent settlement permit who could do the 

job applied for". For this reason, "the gainful employment which 

75n?i?^®^ allowed to take up is specified in the residence 
permit "(2). 

A distinction should therefore be made between two major 
categories in the undifferentiated supply of manpower: 

1. the supply of Swiss manpower, including foreign 
workers who have been granted a permanent 
settlement permit(3); 

2. the supply of foreign manpower. 



(1) Some caution should be exercised in interpreting this concept. 
See Bbhning, page 28: "Labour import may very well worsen 
the competitive situation for some sections of the indigenous 
work force. Moreover, the discussion cannot be spared by 
defining the foreign and the native work force as non- 
competing groups with reference to either socio-economic or 
legal reasons. Socio-economically, the replacement of 
indigenous by foreign workers in socially undesirable jobs 
can never be complete, so that there will always be large 
sections of the indigenous work force in a situation of 
direct competition (substitution). Legally, the control of 
the foreign labour force affects only that portion which due 
to its recent immigration is still subject to control. The 
long-term stayers are generally free to change jobs." 

(2) OFIMT, op. cit., p. 42. 

(3) A permanent settlement permit puts the foreigner on the same 
footing as Swiss citizens with regard to the exercise of paid 
employment; it also enables him to work on his own account, 
except in a few trades which are exclusively reserved for 
Swiss nationals. It is granted for an unlimited period and 
is imconditional. 
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These two categories of labour do not have the same status 
on the employment market. Although nationality as such does not 
entail any discrimination as regards pay, this is not the case 
as regards geographical and occupational mobility, since foreign 
worlcers may not freely switch from one industry, firm or 
occupation to another* 

The residence permit indicates the gainful employment 
which the foreigner may take up and is always for a limited 
period; it rarely exceeds one year the first time it is granted. 
In practice, the duration of the residence permit is determined 
according to the purpose of residence and the situation on the 
labour market. 

The validity of the residence permit may be restricted to 
the season or to nine months. 

Within the limits of the residence permit he holds, the 
foreign worker needs a special permit if he: 

wishes to take another job in the same trade (change 
of job); 

- wishes to follow a trade other than the one he is 
authorised to engage in (change of occupation); 

~ wishes to take an additional job on a fairly 
regular basis for the same employer or another 
employer; 

- wishes to work as a self-employed person. 

The restrictions on changing jobs or occupations are 
reinforced by territorial restrictions, since residence permits 
are only valid for the canton which issued them. Changes of 
occupation are "strictly controlled in view of the danger that 
foreigners in occupations which are short of manpower may switch 
to other occupations and the labour shortage may keep increasing 
in the least sought after occupations"( 1 ) . This policy has often 
prevented foreigners from improving their occupational situation 
even though job changes have in practice been authorised. It 
should be noted that change of occupation frequently involves a 
change of industry and this is of particular concern to us in 
the present study. 

In addition to these legal restrictions, which in some 
cases have not operated, there has been a practical restriction 
which often proved more severe in that some industries have pre- 
ferred to employ Swiss workers rather than foreigners (at least 
until 1959/60). 



(1) OPIAMT, op, cit., p. 89. 
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It was eventually realised that, since immigration had 
come to stay, the policy adopted was not only helping to 
ImraoDillse foreign workers in certain industries but was also 
enabling some inefficient and even marginal firms to survive by 
continually supplying them with new workers who were employed 
at the minimum prevailing wage rates. "That was why the 
authorities began to think of allowing foreigners to circulate 
freely although they were well aware of the consequences. With 
the free circulation of manpower, a heavy exodus from the least 
sought after occupations would have to be counted on towards 
those which workers find much more attractive. When considered 
as a final aim, such labour movements are desirable since they 
will oblige inefficient industries and firms to adjust themselves 
to economic development, to make the essential conversion or to 
withdraw from business. But such structural changes cannot be 
caused by the sudden complete abolition of the ban on changing 
occupations without a permit. A certain lapse of time is 
necessary for adjusting to the new conditions. It will therefore 
only be possible to authorise the free change of occupation 
gradually and to begin with after, say, xwo or three years* 
residence in Switzerland, 

"With a system where change?! of job and occupation are 
freely allowed, foreigners will in time succeed in the same way 
as Swiss workers in finding the jobs in which they can give of 
their best. They will leave jobs where wages are low and working 
conditions bad. Efficient firms will have more labour at thoir 
disposal and will be ablo to develop. In the case of inefficient 
firms, the process of elimination will be speeded up by the free 
circulation of foreign manpower. The structural improvements 
will enable the Swiss economy to increase its productivity and 
this will at the same time raise the national income. "(1) 

As from 1966/67, the principles governing the geographical 
and occupational mobility of foreigners were gradually relaxed. 
Accordingly, in 1970, changes of job, occupation and canton were 
made subject to the following regulations: 

- workers engaged by the year are not allowed to change 
their job during their first year of residence (or 
during the season in the case of seasonal workers) 
(no change); 

- it is normally possible to change one's occupation 
after three years' residence or after a season in 
the case of seasonal workers (formerly eight years); 

- changing one's canton together with a change of job 
is not normally allowed before completing three 
years' residence, and the same applies to seasonal 
workers during the season. 



(1) OnAMT, op. cit., p. 133. 
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This means that, despite the brake on immigration, there 
has been a real improvement in the geographical and occupational 
mobility of foreign workers. 

But these principles will probably be still further 
relaxed, as stated by Mr. Gruebel: "Our long-terra policy with 
regard to workers engaged by the year is to give them the possi- 
bility of changing their job, occupation and canton after one • 
year's residence. It is already agreed today in many circles 
that we must come to such a solution in time, both for economic 
reasons and bearing hxManitarian and political considerations in 
mind. We are convinced that there can be no question of jeopar- 
diaing the free choice of job by Swiss workers. What is right 
for Swiss workers cannot be wrong for foreigners, on the sole 
condition, however, that such mobility will only be allowed when 
a certain stability has been proved, i.e. after one year's 
residence. This liberal solution is also necessary for economic 
reasons so as to avoid distortions on the labour market. The 
system of general stabilisation has as a corollary the greater 
mobility of foreign manpower in Switzerland. We cannot and should 
not base our structural and regional policy on the shortage of 
labour. Other means should be used to this end where they are 
judged necessary."(1 ) . 



(1) Statement made at Laueanno on 15th September, 1971. 
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3. The dynam io s. .p.f man^jpwer moyein^ 

The iiTiraediate post-war years and the early fifties saw 
the emergence of the factors which were to steer the trend of 
migration and its consequences for the Swiss economy, especially 
its productive apparatus. 



11A BLB..3 

Re sldenjt .:p.opul ati^^ to origin 





Total 
population 


Swiss 


Poreign 


Poreign popu- 
lation as a ^ 
of the total 


1960 


5,360,200 


4,846,200 


514,000 


9.6 


1961 


5.508,400 


4,889,800 


618,600 


11.2 


1962 


. 5,639,200 


4,930,000 


709,200 


12.6 


1963 


5,749,200 


4,969,500 


779,700 


13.6 


1964 


5,829,700 


5,010,800 


818,300 


14.0 


1965 


5,883,700 


5,046,600 


837,100 


14.2 


1966 


5,952,300 


5,080,600 


871 ,700 


14.6 


1967 


6,031,400 


5,112,300 


919,100 


15.2 


1968 


6,104,100 


5,140,700 


^63,400 


15.8 


1969 


6,168,700 


5,165,900 


1 ,002,800 


16.3 


1970 

L — - 


6,204,800 


5,191 ,100 


1,013,700 


16.3 



Source ; BPS, Selected population data 1960-1970, V/orking 
document 72.02, Bern, 1972. 



5 • Mstribution of ^ f oreiffl manpower by industry_.i5nd^ occupation 

The foreign population resident in Switzerland has 
increased steadily since 1945 and now accounts for some 15 per 
cent of the total population (Table 3). 

The overall figures are intersting but it is also important 
to analyse the trend of the distribution by skill and by industry. 
The information available on skills is scanty. However, the 
OFIAMT has published a survey on occupational trends among 
workers newly arriving in Switzerland since 1959 (Table 4T» 
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TABLEJ; 

I nitial res idenoe permits issu ed to, foreign workers 

rrom i ^^^to l ^'^ ^'Z .Q^^ACfft e^CSj ^^ 



Year 



Seasonal 


Non- seasonal 


workers 


workers 



Category of permit 



Frontier 
workers 



Total 



Skilled and semi-skilled workers 



1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 

1967 
1968 



1959 
I960 
1961 
1962 
1963 
1964 
1965 
1966 

1967 
1968 



70,866 


74,447 


80,199 
94,835 


88,406 


104,014 


100,551 


103,174 


99,914 


96,152 


107,354 


91,312 


105,003 


63,490 


90,331 


59,906 


81 ,508 


57,159 


75,459 


^ 63,782 



30,519 
33,733 
36,491 
38,643 
41,115 
39,744 
39,850 
42,308 
49,186, 
53,728 



Unskilled workers 



59,191 
76,942 
100,726 
121 ,908 
124,541 
133,503 
110,719 
100,442 
94,247 
96,510 



r 



27,038 
49,204 
71,936 
76,166 
68,364 
69,247 
41,171 
37,656 
33,442 
37,525 



11,765 
13,381 

14,543 
15,215 
14,904 
14,179 
14,927 
15,784 
18,358 

18,867 



175,832 
202,338 
235,340 
242,368 
237,181 
238,410 
208,343 
192,545 
187,853 
192,969 



97,994 
139,527 
187,205 
213,289 
207,809 
216,929 
166,817 
153,882 
146,047 
152,902 



Percentage of permits issued to 
skilled and semi-skilled workers 



1959 


54.5 


73.4 


I960 


51.0 


64.2 


1961 


48.0 


59.1 


1962 


45.2 


57.5 


1963 


44.5 


58.4 


1964 


44.6 


56.9 


1965 


48.7 


60.7 


1966 


47.3 


61.4 


1967 


46.4 


63.1 


1968 


43.9 


63.0 



T 



72.2 


64.2 


71.6 


59.2 


71.5 


55.7 


71.7 


53.2 


73.4 


53.3 


73.7 


52.4 


72.7 


55.5 


72.8 


55.6 


72.8 


56.3 


74.0 


55.8 



Source: La Vie Bconomique, June 1969. 
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Por the period 1959-1964, the rate of increase in the 
number of initial residence permits issued to unskilled foreign 
workers was greater (121 per cent) than for skilled and semi- 
skilled workers (36 per cent). The result was a drop in the 
proportion of skilled and semi-skilled workers among total 
initial permits. But this trend was reversed when the restric- 
tions came into force. The proportion of permits issued to 
skilled and semi-skilled immigrants went up appreciably, rising 
from 52 per cent in 1964 to 55 per cent in the following years. 

This information says nothing about the occupational 
advancement of foreigners already employed in Switzerland. 

The trend of manpower distribution by industry is shown 
in Tables 5, 6 and 7, which give a picture of the differential 
trend by nationality and category of permit. 

Generally speaking, it can be agreed that foreign workers 
have been above all steered towards the lower-paid industries(1 ) 
(which does not always mean the least attractive jobs: e,g. the 
street-cleaning services are mainly manned by Swiss workers). 
The steering of immigrants in this direction, combined with the 
restrictions on their geographical and occupational mobility, 
was to result in different patterns of mobility for the two 
categories of manpower described above. The mechanism of this 
will now be studied, 

3.2 Mechanism of geographical and occupational mobility 

The following are the main factors which have set the 
trend in the occupational pattern: 

- the elasticity of the undifferentiated supply of 
manpower due to immigration and the geographical 
and occupational mobility of Swiss workers; 

- the trend of employment capacity; 

- the changes in the spread of wage rates across 
industry which have induced shifts in distribution. 

In the prevailing climate of economic growth, these three 
factors have acted in concert, being closely inter-related. The 
resulting fluidity of the labour market made it easy for entre- 
preneurs to increase their employment capacity. As this capacity 
increased, the geographical and occupational mobility of Swiss 
workers began to operate and labour was distributed in accor- 
dance with changes in wage rates throughout industry, (in view 
of the statistical information available, we shall mainly 
analyse the secondary sector, ) 

(1) rpiAMT, op. cit,, page 89. 
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TABLE 5 

Percentage DistriJnLtion J).l^^^^ Workers 



1 ^ 


957 ' 


1959 • 


1961 


1963 


1965 ' 


1967 ' 


1969 


1971 1 


|l. Eood, beverages 
1 and tobacco 

2. Textiles 


6.5 
9.8 


6.8 
8.1 


6.5 
8.3 


6.9 
8.1 


.6.6 
7.2 


7.5 
5.9 


7.6 
5.5 


7.5 
5.2 


b. Clothing and 
1 linexi 


8.0 


7.6 


6.7 


6.2 


5.8 


4.1 


4.9 


4.4 


U. Capital goods 


1.3 


1.4 


1.6 


- 


- 




mm 1 




15. Timber and 
woodworking 


6.2 


6.3 


6.1 


5.6 


5.6 


5.1 


4.9 


5.1 


|6. Paper 


2.9 


3.0 


2.9 


2.9 


2.8 


2.5 


2.4 


2.5 


j?. Printing and 

j bookbinding , 


5.1 


5.6 


5.8 


6.6 


6.8 


7.0 


7.2 


7.2 


Is. Leather and 
1 rubber 


1 • 1 




0 Q 


1 .7 

1 f f 


1.7 


1 .8 


2.0 


2.1 


b. Chemicals 


5.2 


5.7 


j 6.1 


5.0 


6.7 


7.7 


8.3 


8.9 


10. Cement and cement 
1 products, Dricics ano 
tiles, earthenware 
and ceramics, etc. 


1 

2.9 


3.0 


2.8 


2.9 


3.0 


2.7 


2.6 


2.6 


11. Metals 


11.7 


11.9 


12.0 


13.5 


13.1 


13.2 


13.2 


15.5 


lie.. 1 icuxicuxj.\^ 

1 neering, process 
plant, and pre- 
cision instruments 


28.6 


27.9 


28.2 


27.9 


28.0 


31.1 


30.8 


51.8 


13. Clocks, watches 
and jewellery 


11.7 


10.6 


11.1 


11.9 


11.8 


10.8 


10.0 


9.4 1 


14. Musical 

instruments 


0.3 


0.3 


1 0.3 




i . 0.3 


0.1 


0.1 


1 0.1 



Source; La Vie Economique, September factory survey. 
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TABLE 6 





■ I I MM* MU . TT n n „ , Jl.u> 


1957 


1959 


1961 


1963 


1965 


1967 


1969 


1971 




Pood, beverages 
and tobacco 


4. 5 


4.. 4. 














2. 


Textiles 


16.6 


19.8 


13.3 


12.4 


11.5 


10.8 


10.6 


9.5 


3. 


Clothing and 
linen 


16.6 


17.7 


15.1 


14.7 


14.9 


14.9 


13.5 


12.1 


4. 


Capital goods 


0.7 


0.8 


1.3 




I - 




« 


mm 


5. 


Timber and 
woodworking 


5.9 


5.6 


6.6 


5.8 


5.4 


4.9 


4.5 


4.4 


6. 


Paper 


1.6 


1.7 


2.1 


2.5 


2.5 


2.4 


2.3 


2.3 


7, 


Printing!: and 
bookbinding 


1.7 


2.6 


2.2 


3.0 


I 3.0 


3.0 


2.9 


3.2 


8. 


Leather and 
rubber 


1.3 


■1.4 


;.4 


2.2 


; 2.4 


2.3 


2.4 


2.5 


9. 


Chemicals 


1.4 


1.4 


1.7 


2.2 


2.6 


3.4 


4.3 


3.6 


10. 


Clement and cement 
products, bricks 
and tiles, earthen- 
ware ana ceramics, 
etc. 


5.2 


5.4 


5.1 


5.1 


5.0 


4.7 


4.5 


4.5 


11. 


Metals 


14.5 


13.3 


15.0 


14.6 


14.7 


14.3 


14.7 


14.7 


12. 


Mechanical engi- 
neering, process 
plant, and pre- 
cision instruments 


27.0 


27.2 


26.6 


25.7 


25.0 


26.1 


26.9 


26.9 


13. 


Musical 
instruments 


0.2 


0.2 


0.3 


0.3 


0.3 


0,1 


0.1 


0.0 



.§£H££1' '^ie Eoonomlque, iSeptember factory surrey. 
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TABLE 7 

Percen tage Distribution of Foreign. Workj 
"hoi dlnfi- r'^rmnenT^^ 







1957 


1959 


1961 


1963 


1965 


1967 


1969 


1971 


1. 


■"ood, beverages 
and tobacco 


6.3 


6.3 


5.3 


5.4 


p. 1 






A ft 


2. 


Textiles 


14.0 


13.4 


12.3 


10.8 


9.6 


7.9 


7.2 


7.4 


3. 


Clothing and 
linen 


13.6 


12.6 


11.5 


9.4 


9.2 


8.4 


8.5 


8.3 


4. 


Capital goods 


0.7 


0.7 


0.8 


- 


- 


- 


- 




5. 


Timber and 
woodworking 


6.3 


5.8 


5.8 


4.7 


5.0 


4.0 


4.5 


4.5 


6. 


Paper 


2.7 


2.7 


2.4 


2.4 


2.3 


2.2 


2.0 


2.2 


7. 


Printing and 
bookbinding 


4.7 


4.4 


4.9 


5.2 


5.4 


5.2 


5.5 


5.3 


8. 


Leather and 
rubber 


1.5 


1.4 


1.3 


1.8 


1.9 


1.8 


2.1 


2.4 


9. 


Chemicals 


4.6 


4.7 


4.8 


4.5 


4.7 


5.0 


5.3 


5.0 


10. 


Cement and cement 
products, bricks 
and tiles, earthen- 
ware and ceramics, 
etc. 


3.8 


4.0 


3.8 


3.8 


3.4 


3.1 


2.9 


3.0 


11. 


Metals 


11.2 


10.6 


11.9 


13.2 


13.5 


13.8 


13.8 


14.7 


12. 


Mechanical engi- 
neering, process 
plant, and preci- 
sion instruments 


21.7 


25.3 


27.2 


31.2 


34.4 


37.4 


35.8 


35.9 


13. 


Clocks, watches 
and jewellery 


8.1 


7.1 


7.1 


6.7 


4.3 


5.9 


6.6 


6.4 


14. 


Musical 
instruments 


0.2 


0.3 


0.? 


5 0.3 


0.3 


0.1 


0.1 


0.1 



Source: La Vie Economique, September factory survey. 
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5.2.1 Role of the wage s-tructure 

Wage differences have to be considered from two angles(1): 

(1) The factors which explain why there are wage diffe- 
rences between industries. Why does a particular 
industry pay higher or lower wages than another? 
Briefly, this means explaining the rank of the 
various industries according to their order of 
importance. This order of importance is determined 
by various factors, including: the level of skill 
of its manpower, the industry's level of concentra- 
tion, technical progress, labour productivity, 
actual and expected profits, the proportion of costs 
attributable to labour as compared with total costs, 
the structure of the product market, the structure 
of the labour market, the substitutability of the 
factors of production, differences in geographical 
location and the level of trade union membership. 

(2) The factors which explain why wage differences between 
industries increase or diminish over the course of 
time. The fundamental element in these variations is 
naturally the situation prevailing on the employment 
market (tight or fluid). In a period of full employ- 
ment, wage differences tend to be reduced, whereas 
they widen when underemployment makes its appearance. 

Manpower movements occur according to the greater or 
lesser wage difference between industries. Such movements may 
in fact be regarded as guided by relative wages. Wages are 
certainly not the only factor taken into account when a worker 
decides to change his job, but it may be assumed that if he does 
so deliberately he is trying to improve his earnings. This has 
been proved by various surveys(2). 

The part played by interindus trial wage differences in 
allocating manpower comes out clearly when we analyse the rela- 
tionship between changes in these differences and the state of 
the employment market as a whole. 



(1) D. Maillat, "Structure des salaires et immigration" (Wage 
Structure and immigration), Dunod, 1968, and D. Maillat, 
"Structure des salaires entre branches d' Industrie et 
mobility de la main-d'oeuvre", (Wage structure between 
industries and labour mobility). Revue economique- et 
sooiale, 3, 1970. 

(2) O.E.CD. , "Wages and labour mobility", 1965, pages 63 and 
64 
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The mechanism whereby differences in wage levels cause 
transfers of manpower is a complicated one. Briefly, it can 
take two forms i workers may be induced to change their jobs 
either by differential wage increases or by existing differences 
in wage rates between one industry and another(l). 

(1) On the first assiimption, it is considered that a 
relationship exists between the wage rise in one 
or more particular industries and the labour move- 
ment towards those industries. This is the "market 
thesis" which assumes that wages, just like other 
costs, are determined by variations in labour supply 
and demand. For instance, in the short term, wages 
increase in industries where the demand for labour is 
rising because of the inelasticity of labour supply; 
they fall relatively in industries where labour demand 
drops or remains stationary because of the immobility 
of the work force. Apart from the fact that it is 
unrealistic to think that the interindustrial wage 
spread responds mechanically to variations in employ- 
ment, several researches have shown that variations 

in labour demand are not always the cause of wage 
movements. In other words, manpower movements occur 
which in many cases do not necessitate a change in 
the wage differential. Hence the second assumption. 

(2) Under the second assumption (called the job vacancies 
thesis) no relationship is found between differential 
wage rises and manpower movements but between wage 
levels and manpower movements. Under this assumption, 
when wage differences between industries are too 
great, even though the exact extent cannot be deter- 
mined, workers leave the lower-paid industries for 
the better-paid industries, on condition of course 
that jobs are available in those industries. Insofar 
as wages influence the mobility of workers, the 
latter move from the lower-paid to the better-paid 
industries when wage differences between industries 
cross a certain threshold. 

All in all, it is the latter assumption which best 
explains events in Switzerland. 

mien the labour market becomes tight, shifts of manpower 
arising from wage differences between industries lead to efforts 
by the industries with the lowest wage rates to come into line. 
Before the labour market becomes tight, the industries paying 
low wages do nothing to change their position on the wage-rate 
ladder as they are still able to hire workers at the rates they 
offer. But as soon as difficulties appear on the labour market, 
they have to take steps in order not to lose their workforce. 



(1) O.E.C.D., "Wages and labour mobility", op. cit. 
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3.2.2 Trends_ _in . wa^e . .dl,f f erenc e 3 b e twe en Indus triesin 
^ Switzerland 



We have used the October wage and salary statistics 
published by the OPIAMT, in which wages are taken as meaning the 
average hourly earnings of blue-collar workers and salaries as 
meaning the average monthly pay of white-collar workers. 

In order to provide a common basis of compai'ison, twelve 
of the seventeen industries covered by the statistics have been 
taken, namely: 

1. Cement and cement products, bricks and tiles, 
earthenware and ceramics, , etc. 

2. Food, beverages and tobacco 

3. Chemicals 

4. Clothing and capital goods 

5. Printing trades 

6. Metals and metalworking 

7. Clocks, watches and jewellery 

8. Textiles 

9. Paper and leather 

10. Craft trades and miscellaneous 

A coefficient of variation has been used for measuring 
the trend in wage and salary spreads. 



During the first period, from 1949 to 1957/1958, wage 
spreads widened and reached their maximum span in 1958, after 
which came a period of contraction lasting until 1964. In 
1961/1962, the wage spread index rose above its starting value 
recorded in 1949/1950, and from 1964 onwards the spread alterna- 
tely widened and narrowed by small amounts. 

In order to facilitate studying this trend, the different 
industries have been classified according to their place on the 
wage-rate ladder because an industry's place on this ladder is 
a good indicator of its behaviour when faced by wage increases 
arising from changes in the demand for labour. The different 
wage levels attained by each industry are in fact a reflection 
of their unequal rates of production increase and of their 
respective stages of development. Obviously, a fully expanding 
industry will find it easier to offer high wages than a declining 
industry. 



(a) Trend of 
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Industries have been divided into two groups, as 
follows: 

- aroup I: clocks and watches; printing trades; 

chemicals; metals and metalworking 

- Group II: paper and leather; clothing, textiles, 

food, cement and cement products, "bricks 
and tiles, earthenware and ceramics, etc; 
timber and woodworking. 

By over- simplifying, Group I may be said to include the 
"high-wage" industries and Group II the "low-wage" industries. 

Up to 1958, wage differences kept widening because wage 
increases were greater in the Group I industries than in Group II, 
but in 1959 the trend was reversed and from 1964 onwards the 
differences widened and narrowed more or less alternately. 

(b) Tre nd , of salary. spre_ads. 

Salary spreads did not follow the same trend for male as 
for female employees. For men, they widened slightly up to 
1956/1957 and then narrowed, to become steady in 1964. For 
women, the reverse happened and the spread narrowed up to 1959, 
after which it widened. 

But it should be noted that interindustry salary spreads 
ajnong white-collar workers keep within very narrow limits. It 
should be remembered that this category of labour is relatively 
homogeneous, especially as regards nationality, since few 
foreigners have been given white-collar jobs. For this reason, 
we shall only study the trend in the interindustry spread of 
manual workers' wages. 

The explanation may be found by comparing variations in 
the wage spread with the situation on the employment market. 
Insofar as wages induce workers to change their dobs, they will 
tend to leave the less well-paid industries for the better-paid 
industries when the difference in wages reaches a certain point 
and provided employment capacity increases, i.e. that there is 
a demand for labour. 

There is no doubt that employment capacity in Switzerland 
has grown rapidly under the combined effects of a strong overall 
demand, an abundant supply of labour and an attractive relative 
price for labour. The heavy demand for labour which has been 
a feature of the Swiss economy stems from a rapid self-feeding 
increase(l) in employment capacity and reflects a "labour- 
intensive" trend. (Let us proceed on this assumption for the 
moment and analyse it in more detail below. ) 



(1) See Bbhning, op. cit., pp. 7 and 11. 
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The changes in the structure of employment in the manu- 
facturing industries have been determined by the movement of 
Swiss workers (geographical and occupational mobility) and by 
the ways in which foreign workers have been placed. 

^•2.3 Orientati on of geographical and occupational 
mbTil'ity. 

(a) Ori ent a,t i on,, o f ., ^in mii /B;rants 

In the period preceding 1960, imip.igration was usually of 
the demand-pull type and foreign workers only came in when there 
was an actual demand for labour, i.e. when dobs had been created 
and not filled by Swiss workers or had fallen vacant on the 
departure of the latter (substitution immigration). 

In placing immigrant workers, however, preference was 
generally given to certain job categories over others, as we 
explained when speaking of non-compe'bing groups. 

As regards manufacturing industry in Switzerland, 
immigrants were directed mainly to the textiles, clothing and 
metals and mexalworking industries during the period between 
1950 and I960. 

In 1950, 64.5 per cent of the foreigners working in manu- 
facturing were employed in Group II industries, i.e. in "low- 
.wage" industries, and 24 per cent in metals and metalworking 
alone, so that a mere 11 per cent of the foreign labour force 
was working in the better-paid industries. 

By 1960, the proportion of foreign workers in Group II 
industries had fallen to no more than 52.5 per cent. The 
shortfall as compared with 1950 had been taken up by metals and 
metalworking, which now employed 39.5 per cent of all foreigners 
in manufacturing industry. The remaining 7.5 per cent were 
working in Group I industries. 

By 1970, the percentage of foreigners in Group II indu- 
stries had fallen below 50 per cent. Metals and metalworking 
took 42 per cent and other Group I industries 15 per cent. 

During this period, the percentage of foreigners in the 
total work force of an industry was usually higher in the 
Group II industries than in Group I. The trend followed by 
this percentage gives a good idea of foreign penetration into 
the various industries. The percentage in Group I was below 
average (Table 10). 

At the beginning of the period under study, the distri- 
bution of foreign workers, apart from metals and metalworking, 
tended to favour the Group II industries and it was also in 
these industries that the percentage of foreign workers in the 
total work force was highest. Subsequently, as employment 
capacity increased, foreigners arriving were divided between 
the Group II industries and metals and metalworking. By 1960, 
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TABLE 10 

lPJ re.ign , worjcers.. .as a p, e r centage of total manpower 







1957 


1959 


1961 

m ill.. ...M 


1963 


1965 


1967 


1969 


1971 


1 • 


Pood, beverages 
and tobacco 


16 


15 


25 


36 


38 


32 


■» .■■..■.II 
32 


32 


2. 


Textiles 


30 


38 


42 


48 


50 


48 


51 


49 


3. 


Clothing and 
linen 


34 


37 


50 


58 


62 


65 


59 


60 


4. 


Capital goods 


13 


13 


27 




mm 


- 




- 


! 5. 

I 


Timber and 
woodworking 


20 


19 


32 


38 


38 


34 


34 


34 


6. 


Paper 


14 






34 


36 


34 


35 


35 


i 7. 


Printing and 
bookbinding 


10 


12 


16 


23 


24 


20 


21 


< 

22 


' 8. 


Leather and 
rubber 


23 


1 

24 


40 


45 


46 


40 


40 


39 


! 9. 


Chemicals 


8 


8 


13 


23 


22 


20 


24 


26 


10. 


Cement and cement 
products, bricks 
and tiles, earth- 
enware and cera- 
mics, etc. 


30 


31 


44 


51 


51 


47 


48 


47 


1 1 • 


Metals 


24 


22 


35 


40 


42 


37 


38 


38 


12. 


Mechanical engi- 
neering, process 
plant, and preci- 
sion instruments 


20 


19 


30 


36 


37 


32 


34 


34 


13. 


Clocks, watches 
and jewellery- 


7 


5 


14 


20 


23 


23 


27 


28 


u. 


Musical 
instruments 


16 


17 


30 


36 


37 


24 


24 


23 



.§£3iI£S,' "^^ Vie Economique, September factory survey. 
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this latter industry alone employed 40 per cent of the foreign 
workers in manufacturing. In short, Group I industries other 
than metals and raetalworking employed relatively few foreign 
workers. Foreign penetration was therefore greater m Group II 
industries since the ratio of foreigners to the total work 
force was always above average. 

The lowest percentage of foreign workers is thus to be 
found in those industries where employment capacity has 
increased most. 

W Orientation of Swiss mrk ers 

The most significant factor during this period is not so 
much the increase in the number of foreign workers as the move- 
ment of Swiss workers between the various manufacturing 
industries and between sectors. 

The Swiss transferred from the primary and secondary 
sectors to the tertiary sector - with immigration speeding up 
the process - and, within the secondary sector, from Group II 
industries to Group I. Moreover, their geographical mobility 
was high, which is in itself an indication of the mobility 
between sectors and between industries. 

(1 ) Mobility of Swiss workers between s ectors 

As already mentioned, the geographical and occupational 
mobility of foreign workers is restricted. The mobile workers 
are the Swiss and foreigners with permanent settlement permits, 
the behaviour of the latter being usually the same as for bwiss 
workers. 

By and large, the movement of Swiss workers has been away 
from the primary sector and, to a lesser extent, the secondary 
sector towards the tertiary sector (Table 11). Table 11 shows 
that between I960 and 1970 the Swiss active population employed 
in the secondary sector fell and that the increased numbers in 
this sector were attributable to immigrants(1 ) . 

The movement of Swiss workers into the tertiary sector 
following the growth of employment capacity in that sector • 
cannot be explained entirely by economic considerations, bociai 
position and standing played a decisive part and there was also 



(1) Further details concerning the dynamics of the sector trend 
will be found in a very interesting study Presented by 
C. Cuenoud (BFS) to the Population Group of the Society 
Suisse de statistiques et d< Economic politique (November 
1972). Longitudinal analysis shows that there was a nega- 
tive balance between 1960 aJid 1970 for almost all the 
50-60 a^e-group of the Swiss male population in the secondary 
sector. This underlines the extent of the transfer of Swiss 
active persons from the secondary to the tertiary sector. 
In short, immigrants alone provided for the entire increase 
in the secondary sector. 
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a by no means negligible psychological factor, namely the secu- 
rity of employment which workers in 'She tertiary sector usually 
enjoy. It is often argued that wage differences are not a major 
factor in attracting workers to the tertiary sector, but never- 
theless the wage rates given in the October wages survev for 
trades in the tertiary sector show that pay in that sector com- 
pares favourably with pay in the secondary sector: 

- the wages (hourly earnings) of workers in public 
transport, electricity supply and commerce are higher 
or comparable (commerce) with the highest wages paid 
in manufacturing industry. The sittiation in private 
transport is less satisfactory and wages here are 
nearer the bottom rungs of the wage ladder; 

- both male and female white collar workers obtain higher 
monthly salaries in electricity supply than those in 
Group I industries and salaries comparable with the 
latter in banking and insurance. Their pay is average 
in public transport. It is lower than the Group II 
industries in private transport and commerce. 

It should also be noted that tertiary- type joba are con- 
tinually increasing in the secondary sector, especially in 
industry, and that these jobs are usually held by Swiss workers. 
Security of employment is also an important factor here as, in 
the event of a recession, employers are more prone to pay off 
workers employed directly on the production line. 

Moreover, although a good many Swiss have moved into the 
tertiary sector, it is equally certain that most new Swiss 
workers entering the labour market for the first time have 
avoided the secondary sector and taken work in the tertiary 
sector or, more usually, jobs of a tertiary type. There are 
even signs that the younger workers are. tending to stcoK clear 
of industrial occupations, so that we are faced with the 
"tertiarisation" of Swiss labour. This trend must soon lead to 
the aging of the Swiss active population structure in the 
secondary sector. 

This movement of Swiss labour towards the tertiary sector 
has of course created a considerable need for labour in the 
primary and secondary sectors. The vacuum left behind by the 
departure of Swiss workers from the secondary sector has been so 
great that its employment capacity has increased and, as we have 
already seen, it was foreign workers who replaced the departing 
Swiss. 

In a sense, immigration has played the role which would 
normally fall to technical progress in smoothing the way for 
Swiss workers into the tertiary sector(l). However, under 



(1) Cuenoud notes in the above-mentioned study that entries to the 
tertiary sector are spaced out to quite an advanced age, 
which demonstrates the evident attraction of this sector for 
all age-groups. 
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normal circumstances, the movement to the tertiary sector is 
due to the shortage of jobs in the secondary sector because of 
the recessive nature of technical progress. In Switzerland, 
the movement has been voluntary and facilitated by immigration, 
which has stimulated geographical and occupational mobility. 

Although movement from the secondary to the tertiary 
sectors is a long-term process, the trend seen in Switzerland 
is somewhat abnormal since the employment pattern of Swiss 
labour has developed ahead of the pattern of production. This 
explains v/hy foreign labour has become a structural necessity 
and marks the essential difference between the period from 1950 
to 1960 and the period from 1910 to 1930. 

In conclusion, it can be claimed that the prevailing 
situation on the labour market has speeded up the normal trans- 
fer of Swiss labour from the primary and secondary sectors to 
the tertiary sector. 



The mobility of labour between sectors has repercussions 
within the secondary sector, where it is found that Swiss workers 
are leaving the lower-paid industries for Group I industries, 
unless they can find dobs in the tertiary sector. 

In fact, we find that foreign penetration is accompanied 
by falling numbers of Swiss workers in several industries and 
that these numbers are falling despite the fact that employment 
capacity is rising. The number of Swiss workers has thus gene- 
rally dropped in Group II iiidustries and risen in Group I 
industries. 

While the movement from the secondary to the tertiary 
sector may be explained by pyscho-sociological rather than 
economic factors, it seems that inside the secondary sector 
economic factors assert themselves to the full, in particular 
wage differences between industries, and that Swiss workers as a 
whole have in fact taken advantage of the situation and left the 
lower-paid for the higher-paid industries. 

5.2.4 Effect of the waAe--S^re A on_.jth_e_. redistribution of 
labour in manufacturing industry 




(a) Period 1949-1959 

Since the end of the war, and more especially from the 
beginning of the fifties, every industry has taken on foreign . 
workers since they all need them for the jobs at the lower end 
of the occupational ladder. We assume that Sv7iss worker move- 
ments were few in number at that time. The small span of the 
interindustrlal wage spread offered little inducement to change 
from one industry to another, especially as the employment 
capacity of Group I industries was only just beginning to grow. 
But soon the mechaJiism which has governed labour movements was 
to make its appearance once and for all. 
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Increasing employment capacity in all industries necessi- 
tated the recruitment of more workers. But Swiss workers were 
less and less interested in the Group II industries so that the 
latter were finally no longer able to find the extra Swiss 
workers required* Gradually, they even lost some of their 
national labour force. However, this did not interfere with 
their output as •'•>•,/ replaced their lost home labour and even 
increased thei? .oxal labour force by taking on foreign workers 
who were prepared to work for the prevailing wage rates. 

The abundant labour supply was responsible for wage rises 
being lower in Group II industries than in Group I. The wage 
spread between industries therefore broadened. 

The broadening of the wage spread then induced Swiss 
workers to leave Group II industries for Group I or the tertiary 
sector. This inducement was still further strengthened by 
psycholigical factors including a certain measure of xenophobia. 

It was in fact very feasible for Swiss workers to leave 
Group II industries since Group I industries raised their employ- 
ment capacity more quickly, both in absolute figures and per- 
centagewise. 

As Group I industries, apart from metalworking and engi- 
neering, employ a smaller work force than Group II, they were 
understandably able to satisfy their labour requirements by 
mainly recruiting home labour. 

These industries were able with a fairly broad wage 
spread to raise the number of new dobs and were therefore in an 
excellent position to attract Swiss workers wishing to earn more. 
In fact, during this period, the best way of increasing one's 
real income was to transfer to a Group I industry and Swiss 
workers apparently did not overlook this factor. In addition 
to direct wages, most Group I industries offer frequently sub- 
stantial fringe benefits which are better than those offered 
by Group II industries. 

Thus, between 1949 and 1959, the job vacancy mechanism 
seems to have had a preponderant effect on the geographical and 
occupational mobility of Swiss workers. When the wage spread 
became sufficiently broad, i.e. about 1952/1953, the departure 
of Swiss workers from Group II industries gathered speed. 
During this period, the wage spread was due mainly to the beha- 
viour of the low-wage industries. The continual higher- than- 
average wage increases in Group I industries were certainly not 
attributable to the desire to increase the supply of home labour 
but were rather due to other factors connected with the markets 
for products (e.g. profits). Thus, there were no unusual wage 
increases in Group I industries. 

During this period. Group II industries were able to 
employ "cheap" labour and could therefore keep their wage costs 
within reasonable limits. This advantage certainly made up for 
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those disadvantages due to the shortage of skills among the 
foreign labour force and to the cost of on-the-job training for 
future semi-skilled workers. 

Group I industries, for their part, were able to recruit 
Swiss workers at wages which were definitely higher than those 
paid in Group II industries but did not exceed their possibi- 
lities as the abundant labour supply prevented any excessive 
claims being made. They were also able to capture semi-skilled 
and skilled workers so that their training costs were not too 
high and they had no need to have recourse to over-qualification. 

Finally, the possibilities Swiss workers had of changing 
from one industry to another in the context of the broadening 
interindustrial wage spread was conducive to the maintenance of 
"industrial peace" unaccompanied by any excessive wage charges 
for employers. 

In conclusion, during the period 1949-1959/1960, the 
labour supply v/as very abundant thanks to immigration and the 
geographical and occupational mobility of Swiss workers. This 
factor entailed different wage increases according to which of 
these categories firms obtained. 

These different wage increases caused the interindustrial 
wage spread to broaden and this, combined with the greater 
employment capacity of Group I industries, was the cause of the 
faster movement of Swiss la.bour to these industries. Foreign 
manpower was relatively less mobile owing to the legal restric- 
tions on its geographical and occupational mobility and to the 
recruitment policy of Group I industries, which preferred to 
take on home workers. 

W Period 1,9,^g,-1?60/.1,^ii 

The fluidity of the labour market could only last as 
long as the geographical and occupational mobility of Swiss 
workers was sufficient to meet the demand from Group I industries. 
Tightness began to appear on the employment market in 1960 and 
was aggravated by the inflation which was a feature of the Swiss 
economy at that time. It was also then that the results of the 
increasingly permanent nature of immigration (result of the 
self-feeding process) began to be felt. This . situation was to 
give an ever greater impetus to Swiss economic growth and to 
draw labour away from private industrial production. Increasing 
requirements as regards infrastructure had to be met, and 
especially housing for immigrants, who were tending more and 
more to bring their families with them. Seasonal workers also 
become pseudo-seasonal v/orkers. 

During this period, Swiss workers moved mainly towards 
the tertiary sector. 

Group II industries therefore gradually lost their home 
labour force. About 1960, there were not very many more Swiss 
workers who wished voluntarily to change to another industry. 
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especially as Group II industries which could not allow all of 
their home workers to go had to react in order to keep some of 
them. Some of these industries were therefore obliged to speed 
up their rate of wage increase and to bring their terms into 
line with those of Group I industries. 

Efforts were of course made at that time to increase the 
participation of potential national workers (older workers, 
women, etc.), but these were not sufficient. 

Working hours, for their part, fell on the whole, but 
this reduction was largely tempered and even compensated for by 
overtime. 

Because of this reduction in geographical and occupa- 
tional mobility and because of the small success met by policies 
for increasing participation, the number of Swiss workers 
increased in only the following two Group I industries during 
this period: the printing trades and chemicals. Apart from 
these exceptions, the number of Swiss workers fell in all other 
industries, the reduction being particularly striking in Group II 
industries. 

The situation on the employment market was such that 
firms signed mutual agreements that they would not "steal" each 
others' labour force. 

Because of a general increase in demand, emplojrment 
capacity continued to grow, to such a point that, the mobility 
of Swiss workers was no longer sufficient to meet the demand for 
labour. In these circumstances, it became necessary to amend 
immigration policy and make it less selective(1 ) . Foreign 
workers were henceforth to be recruited by all industries, 
although no change was made to the principles governing their 
movements. 

This policy introduced a certain measure of flexibility 
into the labour market which was nonetheless very di±a.erent from 
the situation previously obtaining, since as a result of the 
gradual reduction in the geographical and occupational mobility 
of Swiss workers, the new labour supply was to consist practi- 
cally entirely of foreign workers for all branches of manufactu- 
ring industry. This new situation was to be the cause of the 
narrowing of the interindustrial wage spread. Thus, the Group II 
industries were obliged to raise their wages in order to attract 
immigrants for whom their need was increasing more than ever. 
The wage increases as from 1959-1960 in most Group II industries 
were higher than average, while at the same time the increases 
in Group I industries were slower. The industries where the 
increases were lower than average (clothing, food) were those 
which lost and v/ould continue to lose most Swiss workers. 



(1) See V. Lutz "Manodopera straniera e livelli salariali 
interni con particolare riferimento alia situasiione 
svizzera", Moneta e Credito, 64, 1965, pages 497-566. 
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(c) Feriod 1964-1970/71 

On 1st March, 1963» the Federal Council restricted the 
entry of foreign manpower, and as a result of this policy the 
labour market became tight and the wage spread narrowed to less 
than it had been in 1949* However, the tightness of the employ- 
ment market was relaxed until 1964 since foreign workers could 
always replace Swiss workers leaving certain industries. 

As from 1965, the trend of the interindustrial wage 
spread bears the mark of both imm.''gration (twin-ceiling system) 
and cyclical policy. 

During the cyclical showdown in 1966-1967, the spread 
tended to remain narrow or, to be more exact, it followed a 
25igzag pattern. This trend well illustrates the expectations of 
the various industries as regards changes in immigration policy 
and more especially for a policy combining the internal libera- 
lisation of foreign manpower, as well as their concern to keep 
their Swiss labour force. Wage rises in the various industries 
therefore followed quite a complex pattern. They no longer 
obeyed the same logic as previously or, in other words, the 
behaviour of industries within each group was no longer identical. 
The different wage increases partly followed the trend of employ- 
ment capacity. 

On the whole, an ad;justment procedure came into operation 
whose purpose was to keep wage differences on an even keel. 
Hence the ssigzag trend of the wage spread: as soon as wages 
increase in certain industries and the spread broadens, a 
readjustment movement may be observed in other industries. This 
results in a higher wage increase than previously(1 ). 

It must in fact be noted that the "twin-ceiling" system 
considerably reduced workers' possibilities of geographical and 
occupational mobility, while at the same time the supply of new 
labour was also reduced. In these circumstances, it is normal 
that the wage spread should remain narrow since all employers 
wish to keep their labour force; but it is also normal that 
industries which need more labour should tend to raise their 
wages. 

The "twin-ceiling" system has restricted geographical and 
occupational mobility, and even though a certain mobility has 
been established under this system, it has not concerned a suffi- 
cient number of workers to justify wage increases. But the new 
system introduced in March 1970 should in theory permit ^rreater 



(1) See also the arguments by A. A. Rossi and K. Schiltknecht, 

"Uebernachfrage und Lohnentwicklung in der Schweiz", op, cit. , 
pages 247 and 252. 
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geographical and occupational mobility(l ). Thus, the "twin- 
ceiling" system was abolished and the obstacles to the mobility 
of foreign workers relaxed both as regards occupational mobility 
(change of trade) and geographical mobility (movements from one 
canton to another). In these circumstances, it is not impossible 
that all Swiss wages will fan out again. 

4.U ^ A number of points should be considered in order to assess 
the trend of future geographical and occupational mobility and 
the role of the wage spread in the reallocation of employment: 

^U-x ^ ^^^^ mobility will mainly affect foreign workers. It 
will depend on the number who have lived for three consecutive 
years in Switzerland, and are therefore able to change their 
dob or canton, dM also on the attraction of higher wages for 
these workers. 

2. The policy of the cantonal commissions responsible for 
distributing the cantonal quotas can be decisive. If these . 
commissions allocate the new residence permits to dynamic firms, 
the interindustrial wage spread will tend to remain narrow. If, 
on the contrary, new foreign workers are steered to the lower- 
paid industries, the spread will probably tend to broaden. 



(1) This was what in fact happened. Thus, in the annual survey 
of the situation in Switzerland in 1972, the O.E.C.D. 

(pages 12 and 15) that interindustrial labour 
shifts were on the increase. "On the basis of simple 
indices attempting to quantify this phenomenon, there seems 
to have been a faster degree of workers' mobility in both 
P'^^^fT^^ i^specially) in the first nine months of 1971 than 
m 1968 or 1969. The same seems to have been the case if 
total (and not ;just v/orkers') employment is considered. As 
for the direction of these shifts, it is less easy to be 
precise. In 1970, the largest declines in workers' employ- 
ment were all recorded in sectors ranking lowest in a scale 
constructed on the basis of hourly v/age earnings. Similar, 
though less marked, falls have taken place in the first 
half of 1971. Strong increases in employment, on the other 
hand, are not uniformly to be found among high- wage sectors. 
The chemical, printing and rubber industries, which rank 
1st, 2nd and 3rd respectively in terms of wages, attracted 
workers, but so too did the constinxction sector, though 
hourly earnings in this branch are relatively low. The 
longer duration of the working week in building implies, 
however, that in terms of weekly earnings its rank among 
the twenty most important branches is perhaps 7th or 8th 
(against 15th on the basis of hourly earnings)". 
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3« Insofar as there has been some liberalisation of the 
geographical and occupational mobility of foreign manpower, wage 
movements and interindustrial mobility will probably depend on 
the extent to which the production apparatus has been changed in 
the various industries as a result of labour restrictions. The 
trend of employment capacity and therefore the demand for labour 
will depend on such changes. For instance, if the production 
apparatus has been sufficiently altered to become more capital- 
intensive, with economies on labour therefore, manpower move- 
ments from one industry to another will be limited, not because 
the workers do not want to change their jobs but because the 
industrial branches do not offer more Jobs. It is therefore the 
trend of employment capacity following changes in the production 
apparatus which becomes decisive when analysing manpower 
movements. 
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4. Consequences of manpower supply policy 

As we said at the start, Switzerland's immigration policy- 
has enabled it to dispense with a growth policy or a counter- 
cyclical policy, foreign manpower having acted as a regulator 
of economic activity for many years and as an indispensable 
growth factor in the sense that it has prevented the formation 
of bottlenecks. 

A process which was thought to be temporary became 
indispensable to the working of the system and to the pattern 
of employment. As soon as the parties concerned realised that 
the machinery could seize up, they gave it their earnest 
attention, but their thinking was confined to the possibility 
of obtaining more and more labour and to the problem of the 
worsening quality of that labour. The secondary consequences 
which were to become important were only rarely considered 
before 1965. 

The fact is that to deal with this continuing migration 
and its mounting consequences would have required adopting an 
adequate counter-cyclical policy much sooner and even a growth 
policy, or preferably a structural policy. 

The migratory phenomenon therefore had various consequences 
which must be now looked into. In dealing with them, we shall 
leave out the sociological aspects, in particular the assimila- 
tion problem and the xenophobic reactions which led to the 
famous Schwarzenbach initiative (20th May 1969, rejected by 
popular vote on 7th June 1970 by 654,344 against 557,517), and 
shall consider the effects of the process on the structure of 
employment (shortage of Swiss workers in certain industries, 
orientation of Swiss workers towards the tertiary sector, large 
numbers of foreign workers in industry, etc.), and then its 
effects on the inflationary process and on the growth of com- 
munity requirements, and lastly its impact on the pattern of 
productive organisation (trend of production factor combinations). 

4* 1 Inter- Indus trial pattern of employment 

It is possible to correct the effects of immigration on 
the cost of living or on the balance of payments by means of an 
adequate counter-cyclical policy, but the structure of employ- 
ment raises a different problem since the stage has been reached 
where several Swiss industries would run into serious diffi- 
culties if a certain amount of foreign manpower was not available 
to them (Table 10). Due to past immigration policy, all 
industries have not been penetrated equally by foreign labour 
and it is not possible to correct rapidly the existing mal- 
distribution of foreign labour between industries. It looks as 
though the Swiss economy will long continue to depend on foreign 
workers, the more so as those industries which employed but few 
foreign workers before I960 (chemicals, clocks and watches, 
printing trades) now employ considerably larger numbers of these 
workers. This phenomenon is not peculiar to the secondary 
sector but also applies to the tertiary sector. It is in fact 
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increasingly the case that while the foreign labour I'orce sub- 
ject to control is falling in most secondary sector industries 
(with the notable exception of building and construction) it is 
rising in such blranches as health, personal services and for 
trade staff. 

The stoppage of immigration caused the labour supply 
renewal mechanism to seize up and at the same time reduced the 
fluidity of the market. An increase in the Swiss active popu- 
lation cannot be counted on to re-establish this fluidity but 
rather the geographical and occupational mobility of foreign 
workers who are now practically free of any discrimination as 
regards the jobs they can take. However, such movements can 
evidently only benefit the more attractive industries, while 
the others will always have more difficulty in renewing their 
labour force. In most cases, the problem can only be solved by 
changing the structure of the productive apparatus. For the 
time being, however, the struggle to obtain labour will remain 
keen and result in wage increases, in the absence of which it 
will in time become impossible to find workers to take certain 
relatively badly paid jobs(1). It remains to be seen whether 
this will come about naturally or whether more direct measures 
will be necessary. 

4.2 Inflation 

Before 1960, immigration seemed rather to have the effect 
of curbing inflation because foreign manpower kept the labour 
market fluid and many immigrants did not bring their families 
with them; but after 1960 the problem arose in a new form. 
Overall demand was growing, the wage spread was already begin- 
ning to narrow (meaning that the "low-wage" industries were 
raising their wage rates) and the percentage of foreign workers 
was becoming large in certain industries. What was more sur- 
prising, but reflected the disturbance in the productive 
apparatus at that time., was that the massive arrivals of 
foreigners were only one more sign of the tightness of the 
employment market and the pressure on the productive apparatus. 
The tertiary sector also was developing. Foreign workers' 
families were arriving in increasing numbers. Infrastructure 
investment which had been delayed until then had to be carried 
out in roads, housing and schools. As a result of internal 
migration towards the main urban centres, the housing market 
came under very strong pressure. All of these factors helped 
immigration to snowball. 

However, it would be a mistake to regard immigration as 
being alone responsible for inflation. Certain qualifications 
are necessary. This is the opinion of Rossi and Thomas(2), who 



(1) W. Bbhning, op. cit., page 8. 

(2) Rossi and Thomas, op. cit., pages 763 and 764. 
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say that, after 1958, "almost without exception, this increase 
in the rate of inflation has been attributed to an expansion 
of aggregate demand. In particular, it Is maintained that 
this, increase in aggregate demand started with an investment 
boom and was reinforced by increases in private consumption. 

As far as the determinants of the expansion of aggregate 
demand are concerned, it. is held that this was the result of 
factors whose origin was outside the Swiss economy - in par- 
ticular the importation of money capital and labour. One view 
is that the investment boom of the sixties was a consequence 
of the inflow of capital from abroad and the resultant fall in 
interest rates. An alternative view is that the boom was the 
result of an expansion in investment demand caused by the need 
for a widening of productive capital to keep it in line with 
a labour force which was rapidly expanding because of increased 
immigration. Supporting this view is the argument that in the 
second part of the postwar period a rapid increase in govern- 
ment expenditure was necessary to re-establish a certain 
equilibrium between the needs of the increased population and 
the available social capital. 

Expansions in private consumption are also regarded .as 
chiefly a consequence of immigration. It is maintained that, 
at first, the average immigrant, with his high rate of saving 
and remittances abroad, contributes more to aggregate supply 
than to aggregate demand. However, once the immigrant's 
family joins him, the ratio between his contribution to aggre- 
gate supply and his contribution to aggregate demand must 
necessarily fall. To this must be added the influence on 
aggregate consumption of the increase in the size of the non- 
working proportion of the immigrant population, which accom- 
panied the increase in total immigrant manpower". 

In short, the faster pace of inflation in Swit25erland 
"can be attributed to a c\imulative process, whereby an increas- 
ing population results in an increased demand for both consump- 
tion and investment goods which in turn leads to upward pressure 
on wages and prices and an increasing tightness in the labour 
market. The steadily increasing demand for labour creates more 
job opportunities and this in turn causes yet further immigra- 
tion". 

In their model, these two authors make immigration play 
an anti-inflationary role: "An increase in aggregate demand 
for final goods leads to tighter labour market conditions. 
This in turn encourages greater immigration, swells the total 
labour force, thus easing conditions in the labour market. The 
rate of wage and price inflation is therefore lower than it 
would be in the absence of immigration" C 1 ) . And to conclude, 
"it appears that divergencies betwricm the rates of increase of 
real GNP and average productivity (output per man) are Important 
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(1) Rossi and Thomas, op. cit., page 768. 
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factors in determining the rates of wags and price inflation ■ 
in Switzerland, When real GNP grows faster than average pro- 
ductivity j both the rate of inflation and the level of immigra- 
tion rise, although the increase in immigration acts as a 
braking force on the wage and price rises. However, when 
average productivity growth exceeds that of real GNP, the 
inflationary tendencies are curbed and the level of immigration 
is stabilized and eventually reduced. "(1) 

One must therefore be wary of seeing too direct a link 
between immigration and inflation. The flow and volume of 
migration are in fact only the manifestation of a long process 
which has steered the productive apparatus and therefore the 
cost structure(2). 

Under the weight of strong aggregrate demand, the system 
for allocating foreign workers broke down and thereby dismantled 
the unwritten wages policy which had operated so far. It was 
then that the inadequacy of the capital/labour mix became 
apparent and probably also the scale of production. We shall 
continue our researches by analysing these factors. 

4 • 3 Effects on the capital /labour mix ( 2 ) 

As we have seen, the labour supply was a decisive factor 
in the dynamics of Swiss economic growth. 

The plentiful supply of labour has without a doubt set 
the trend for the capital/labour mix and for the size of pro- 
duction units, and has consequently determined how much labour 
and capital should be employed. 

It can be claimed that the labour market policy followed 
in the fifties amounted to some extent to indirectly establish- 
ing a differentiated wage policy. 

In other words, up to 1958/60, wages increased with pro- 
ductivity in each industry. In manufacturing industries as a 
whole wages went up by about 3 per cent a year between 1949 and 
1960 and for the same period the increase in productivity per 
man/hour was, according to various sources, 2.5 to 3.5 per cent. 

The increase in earnings in general was higher than 
average in Group I industries and lower than average in Group II 
industries and it is precisely this dissimilar development 
that has broadened the inter-industrial wage spectrum. 

(1) Rossi and Thomas, op. cit., page 785. 

(?) See W. BHhtiin^'r.' cbo.i)for.'. op. o j + . , nn this problem, 
page>« ot seq. 
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As a result the less dynamic industries have benefited 
considerably to the extent that they have he^m able to keep 
wage increases in step with the. growth in their own productivity 
and not with the growth in average productivity or with pro- 
ductivity in the most dynamic industries. 

Seen against this background, in what way has immigration 
policy, through its effect on aggregate manpower supply, 
influenced developments in the factor mix and therefore employ- 
ment capacity. 

Developments and improvements in the supply of jobs 
depend upon the mix of the various factors of production that 
firms adopt as a result of socio-economic pressures. 

Though Switzerland found itself in a growth situation at 
the end of the Second World War it was feared that the recovery 
would be short-lived and the psychological climate that this 
produced had a considerable influence on the behaviour of 
entrepreneurs with regard to the expansion of the production 
facilities necessary to meet the vigorous demand on the home 
market and the even more vigorous demand from abroad. It is 
important to remember that the volume and nature of aggregate 
investment depends upon industry's view of what the future 
holds. European reconstruction called for substantial invest- 
ment and Switzerland's resources were in great demand since 
her production facilities had not suffered during the war. 

In response to demand at home and abroad industry was 
very quickly working at maximum capacity and output had to be 
increased by stepping up the labour force and expanding pro- 
duction capacity. 

The first of these two processes absorbed manpower in 
great numbers and all available Swiss reserves were very 
quickly taken up (full employment of indigenous manpower). This 
was why, even at that early date, a quota of foreign manpower 
had to be imported for some industries. However, increasing 
the workforce was only a very short-term method of increasing 
output and industry very quickly had to expand its production 
resources in order to meet the growing demand. 

Decisions on investment were taken at a relatively early 
date, probably prior to 1950. At that time Switzerland had not 
lully recovered from the shock of the war and the future was 
viewed with pessimism. There was no shortage of economists 
and others prophesying that an economic crisis was imminent and 
undoubtedly there was very little elasticity in industry's 
lorward planning. This psychological climate was hardly one in 
Which entrepreneurs would be likely to take the risks involved 
in new investment roqiHring a change in the mix of factors of 
production. 
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Thusv to meet the continuing need for increased output, 
production resources were almost invariably expanded without 
alteration to the original factor mix. In other words the new 
production units perpetuated the old techniques with, at the 
most, small-scale rationalisation and innovation. 

Contributing to this was the fact that manpower was 
plentiful, the economy was buoyant (with prices going up 
steadily) and thus a constant decline in marginal productivity 
in terms of value could be accepted (in such circumstances the 
countries able to increase their production most rapidly are 
those with the biggeut manpower resources). 

At the core of the problem, therefore, was the capital/ 
labour mix. But using, more, or less, labour or capital naturally 
varies with the sector involved (industry, agriculture, con- 
struction, services, etc.) and thus the effect of immigration 
on the relative proportions of labour and capital may have been 
very different from sector to sector. Too broadly-based a 
study of the situation might lead to incorrect conclusions. It 
is possible, for example, to form a rough picture of what 
happened in the secondary sector^ but it is more difficult to 
analyse the services sector in which productivity, as is known, 
is low, and in which the situation in Switzerland was highly 
conducive to expansion in' view of its attraction for indigenous 
manpower. This tertiary sector (including tourism) is certainly 
responsible to no slight extent for the increasing :;xpansion in 
the totai. number of jobs in the Swiss economy. 

It may therefore be assumed as a v/orking hypothesis that 
immigration has been a major incentive for retaining the 
existing structure of production resources(l) not only from the. 
technical viewpoint but also in terms of maintaining the social 
structure (type of ownership, management system). The latter 
point is important since there is no doubt that immigration has 
made it possible to postpone changes in scale of production 
which, in most cases, entail changes in social structure. 

But it would be wrong to regard immigration as the only 
factor affecting the labour/capital mix: there are several 
structural features in Sv/iss production resources that need to 
be considered: 

" The structure of Swiss industry (mainly small and medium- 
Bized enterprises) is conducive to investment of the 
"capital-saving" type; 

- Swiss industry is regarded traditionally as labour- 
intensive 5 



(1) D. Maillat, Structure des salaires et immigration, op. cit., 
p. 'J5; O.K. CD. Economic surveys, Switzerland 1967, p. 11*; 
M. Haginann, Len Travcill lonrn 6ii'BY)(rGVB , chance et tourment 
de la Suisse, p. 80. 
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- Another factor is the cyclical situation and the entre- 
preneur's tendency to react quickly to the pressure of 
demand. This applies to many firms and in particular 
export-oriented firms anxious not to lose their markets. 
In this context, ••capital-saving" investment offers 
much more flexibility for increasing output. It must 
not be forgotten that a relatively long time may elapse 
between deciding to use new techniques and being in 
fact in a position to use them and during this time 
there can be no corresponding increase in sales. Ma;jor 
changes of this kind more often than not mean the 
relocation of plant, new staff, changes to the internal 
chain of command, etc. Thus Swiss industry, export- 
oriented by force of circijimstance , is obliged to remain 
extremely flexible and avoid crippling capital invest- 
ment. The fact is that a firm planning large-scale 
technical improvements in its production resources and 
therefore compelled in many cases to make substantial 
fixed investment in order to increase its scale of pro- 
duction to the necessary level, takes a grave risk, 
since, as long as it is in activity there are diffi- 
culties in the way of changing its production processes. 
This is why the risks involved in large-scale fixed 
investment in a country exporting specialised products 
act as a disincentive to capital expenditure and result 
in production being broken down into small units pro- 
viding a certain capacity for absorbing cyclical 
fluctuation: 

- A further factor is the family ownership of many firms 
and the obstacle that this presents for a policy of 
amalgamation or concentration to achieve economies of 
scale; 

The fact that it is only recently that Switzerland has 
become interested in an agreement with the E.E.C, may 
also have helped to delay the process of adjustment 
through which changes to the industrial structure of 
the country might be made. 

As a general principal, therefore, it must be considered 
that Switzerland has to be able to show considerable flexibility 
in industrial adjustment in relation to foreign trade and this 
explains why the capital/labour mix is designed to secure this 
flexibility.. By avoiding over-large production units and 
applying a sort of generalised sub-contracting system, 
Switzerland has absorbed cyclical fluctuations with comparative 
ease. Moreover, a conservative attitude with regard to excessive 
fixed investment has kept acceleration under tight rein and has 
helped to prevent any deterioration in the balance of payments 
position. 

In spite of the foregoing, there is no denying that, on 
the whole, immigration has been "capital -waving" even if only 
because it has helped to provide labour for various existing 
firmp nnd has h^.Tpod oUiatq to bo set up, in cases where this 
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would not have "been possible without a plentiful manpower 
supply. But if the mechanism of the situation is to be properly- 
understood it would be wrong to consider only the special 
cases: the study needs to be conducted at individual industry 
level since not all industries or firms have reacted in the 
same way, 

A preliminary principle which may be assumed at this 
point is that the degree to which a factor of production is 
plentiful or otherwise affects its relative price and thus con 
ditions the attitude of entrepreneurs towards its possible use. 
In the present case manpower is the factor in plentiful supply. 
It is therefore likely that firms wishing to lower their pro- 
cluction costs or to hold them at the lowest possible level will 
employ more manpower than capital in relative terms. The 
capital/labour mix will therefore be of the capital-saving 
type. Other parameters (technological progrefes in particular) 
affecting development in production functions also need to be 
taken into account, the basic idea being that the introduction 
of technological advances has been delayed by the plentiful 
manpower supply ( 1 ) . 

It should be noted that "capital-saving" and "labour- 
saving" factor mixes are not mutually exclusive. It is in fact 
rare for an investment to reduce the cost of only one factor 
since this would imply zero substitution elasticity. In the 
most general case absolute but unequal savings are achieved in 
l.oth factors. The question is therefore whether the automation, 
rationalisation, etc., which industry claims to have introduced, 
has meant relatively greater economies in manpower than in 
capital. A further question is whether these technical advances 
that have been introduced have increased the elasticity of sub- 
stitution. 

Elasticity of substitution is important because it helps 
to establish the extent to which changes in the relative prices 
of factors of production lead to a quickening or slowing down 
in the rate of increase in productivity deriving from techno- 
logical progress itself. 

A further important factor in determining the labour/ 
capital mix is the initial decision. In other words, thought 
must be given to the circumstances in which it is right to use 
the production function in the analysis. Generally this can 
be used for purposes of taking an investment decision. Because 
each technique calls for different capital equipment, the 
choice between the various technologies must be made before the 
investment is committed. Once the decision on technique has 
been taken and the investment made, analysis in terms of the 
production function is no longer applicable. Throughout the 
life of the equj.pinent, substitution between factors of production 



(1) The opposite view is taken in P. Schaller, Le rdle de la 
main^d' oeuvrc etrang^re dans I'^conomie suisse, op. cit. 



ERIC 



I7i) 



132 



can only be short-termj it is limited by the nature of the 
equipment. It is not until the equipment has to be replaced 
that analysis in terms of the production function becomes 
applicable again. Thus the choice between the various techniques 
defined by the production function applies only to entrepreneurs 
having to make investment decisions with regard to new or 
replacement equipment. 



Generally the decision is governed by: 

- the cost of capital (rate of interest) 

- the cost of labour (wage rates) 

- the cost o:'' capital goods. 

The most important relation, in fact, v/ould appear to be 
that between the cost of labour and the cost of capital equip- 
ment. 
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During the period 1949-69 the increase in the index of 
nominal wages in relation to the i.adex of domestic capital 
formation has been of the order of 52 per cent (Table 14). In 
the long term, therefore., there seems to have been a slight 
tendency for the substitution of capital for labour. Neverthe- 
less, it is important to note that the trend of the labour 
cost/capital cost ratio is not linear. It is only from 1963 
that it showed a clearcut tendency to increase. During the 
period between 1959 and 1963, the annual growth rate in this 
ratio v/as practically zero and the same is true of the period 
between 1954 and 195B. The index remained at about 110 from 
1954 to 1M56 and then increased to 115/120 between 1959 and 
1968. Thereafter, the gap has increasingly widened. It may 
therefore be concluded that up to 1963 the relative costs of 
labour and of capital were roughly the same and there was there- 
fore little incentive to substitute one for the other. 

Admittedly the laboi'.r cost Index/capital cost index ratio 
provides no breakdown of investment as betwe?^n extensions and 
equipment. This breakdown is, however, possible from 1953 
onwards. From that year on the curves for the labour cost index/ 
construction cost index, labour cost index/machinery and eoi:'.. ;. - 
ment cost index and labour cost index/capital formation coSv- 
index ratios have a similar profile to the aggregate relation- 
ship. These curves show that, up to 1963, the relative costs 
of labour and of construction investment vtexe stable. The same 
applies to machinery and equipment investment except that the 
cost in this case begins to increase from I960 on. There is 
therefore no reason for altering our earlier conclusion that 
there was little incentive, up to 1963> to substitute capital 
for labour. It was only after this date that wage increases 
gave rise to substitution trends since it was only then that 
the labour cost/capital cost ratio altered in any marked manner. 
From the exa,mples quoted it can be seen that in Switzerland 
improvements in productivity resulted from a slow process of 
substitution of capital for labour as a result of the gradual 
changes in the relative prices of these factors and it is the 
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fact that the improvement in productivity stemming from the 
substitution process is relatively slight which explains why 
labour productivity has increased very slowly in Switzerland 
compared with other industrial countries. 

Thus the steps which firms have talcen to increase their 
level of mechanisation and the partial automation in existing 
structures to which this has led has produced only very slight 
improvements in labour productivity. (1 ) Substitution of this 
type therefore has a relatively negligible effect on cost 
trends since its labour-saving effect is also very slight. 

The retention of the traditional structure made it diffi- 
cult to do better. It is a Imown fact that savings in all 
factors are mostly the result of economies of scale (whioh are 
necessary for investment projects representing major techno- 
logical advances). 

In short, improvements in labour productivity depend 
primarily on technical progress and economies of scale, and less 
on substitution of factors ':f production. 

This theoretical argument would appear to be largely true 
in relation to the Swiss economy and pai^ticularly in the secon- 
dary sector. It confirms that restricting immigration would 
call for a considerable change in the scale of production. 
Industrial concentration- appears to be the best way of improving 
the productivity of all facto]i?s of production and such processes 
(changes in the scales of production, rationalisation at 
industry level) are now taking place. This is why it is now 
being said in Switzerland that production resources are being 
••restructured in depth". 

At this point another problem arises and that is the use 
to be made of production capacities based on the old formula 
and now becoming obsolescent because of immigration restrictions. 
The case is pertinent since many firms are complaining that 
they cannot use their full production capacity for lack of man- 
power (quite apart from the cyclical downswing). The truth is 
that many firms will have to substitute capital for capital. 
Structural investment will probably have to slow down and 
machinery and equipment investment accelerate in order to pro- 
vide the necessary substantial increase in labour productivity. 
This is because the substitution measures taken when manpower 
was still plentiful cannot be extended in time. 



(1) Whilst new technologies may be introduced to replace exis- 
ting equipment during the life of a firm, in practically 
every case this process is less effective and more costly 
than building them into a new plant. In the extreme case 
it may be absolutely impossible to use new and old tech- 
niques together; this applies when the improvements made 
by the new technologies call for changes of scale (so that 
in many cases there is no alternative but to retain the 
traditional labour/capital mix). 
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5. 



Conclusion 



One objective conclusion from the above considerations is 
that immigration has been an important factor in the flexibility 
of Swiss production resources. It has allov^ed rapid short-term 
adjustment of small-size units of production, which have been 
able to tap this source of labour to respond quickly to the 
pressure of demand. The importance of this role of immigration 
has been heightened by the fact that th? indigenous active popu- 
lation has been increasing at a very slow rate. This point is 
made in a general way by J.L, Reiffers(l), who writes: "...it 
seems clear that a country whose own active population has 
ceased to increase and which is made up of economic units 
aspiring to a higher level of well-being (and therefore exhibiting 
a consumption behaviour directed at a continuously higher pro- 
duct level) cannot do without a supply of imported labour. 
Even though it may be argued that the immigrant consumes more 
than he produces (which is highly debatable) and that his use 
necessitates considerable investment (which is true in theory 
but rarel.y in practice) these costs will be unimportant compared 
with the indirect benefits of immigration, whose essential 
advantage is that it releases the economy from the constraints 
of over-employment" . The restrictions on immigration will now 
rob the Swiss economy of this flexibility particulary since the 
government does not have the necessary machinery to regulate 
aggregate demand. This raises the question of the long-term 
growth of the Swiss economy. In view of the direction already 
taken in terms of the labour/capital mix when the labour market 
was still flexible, new growth thresholds will now have to be 
crossed in conditions in which the labour market will be tight. 
The structural changes that this implies "will be largely dic- 
tated by the ease of capital-labour situation (2)". Whilst 
operations of this kind are now in progress(3), it is also 



(1) J.L. Reiffers, op, oit., p. ^^4. 

(2) O.E.C.D,, Economic Surveys, Switzerland, 1972, p. 10 

(5) "It should not be forgotten in this context that though the 
supply of labour will not rise much in the future, the 
capital stock has increased substantially and will, in all 
likelihood, continue to grow rapidily. The share of gross 
investment in' Switzerland has been, and is, among the 
highest in O.E.C.D. countries. This implies that, even with 
low investment growth,, annual additions to the capital stock 
are sizeable. The upward investment spurt of the last few 
years has, of course, reinforced this tendency. It is true 
that a relatively large share of gross investment has, lately, 
been devoted to replacement of obsolete equipment but it can 
be argued that, in the specific post-1965 Swiss conditions, 
replacement investment represents to a large extent, in any 
case larger than in the past, a net addition to the capital 
stock. This is mainly a consequence of the abrupt change in 
factor availabilities which has led to shifts in factor mixes 
and implies that the machinery which at present replaces 
worn-out equipment is likely to embody the latest capital- 

o intenive techniques". (O.E.C.D., Economic Survey, 

sic Switzerland, 1972, p. 4^"^) 
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probable that other ad;justrQents will talce place including the 
transfer abroad of a number of productive activities( 1 ) . 

These comments, read together with the results of our 
study, indicate the extent to which immigration has become part 
of the mechanism of the Swiss economic system. Perhaps too 
extreme a use has been made of immigration policy in order to 
facilitate the structural modifications that are necessary for 
sustained economic growth since it is difficult to see how over- 
employment bottlenecks are going to be obviated without an 
additional supply of labour. 

Possibly, as we have pointed out, investment may be shifted 
abroad. Whilst this would appear to provide a solution to some 
problems, in the long run Swiss economic growth could well be- 
jeopardised since the firms moving their productive activities 
abroad will certainly not be those lacking initiative and 
vigour. All this clearly shows that immigration policy alone 
is not a full answer to the problem and that v/hat is required 
is a real policy for economic growth including, in particular, 
an industrial policy since this is the only way to take a pro- 
gressive option on the future. An approach of this kind will 
certainly be difficult in a country which still hesitates to 
give its government the cyclical policy instruments to regulate 
overall demand. 
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(1) O.E.C.D., Economic Studies, Switzerland, 1972, p. 10. 
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